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INDUSTRIAL LOAD pays a low rate 


DOMESTIC LOAD uses limited servic 


COMMERCIAL LOA 


pays a high rate for more kw-h 


Increase your commercial load b 
installing Silex glass coffee make 


Your biggest profits are in your commercial field . . . your Main Street Market. There 
can sell many additional kilowatt hours at a profi table rate. 


One of the easiest methods of increasing your profitable commercial load is by install 
Silex glass coffee maker in every restaurant and soda fountain on your lines. 


Put your sales story to these operators on a profit basis. Show them that coffee brewer 
a Silex glass coffee maker costs only I!/ac a 

cup to serve, including the cost of cream, 

sugar, coffee and brewing. Show them that 

coffee brewed in a Silex glass coffee maker 

will increase their coffee sales 25°, ... and 

they will buy. 


There is a Silex glass coffee maker to meet 
every requirement. ##LEX is the only com- 
mercial glass coffee maker using Pyrex brand 
glass, guaranteed against heat breakage. And 
only FHLEX has STAINLESS STEEL ranges 
and high-speed 1000-watt elements, also a 
COMPLETE line of gas models. 


Whether you merchandise or not, FHEX 
has a plan that will help you build your profit- 
able commercial load. Write for it today. 
The Silex Company, Dept. P, Hartford, Conn. 


4-unit Carlton Model, $173.95 complete 
glassware and built-in hot water tank. 0 
models from $17.45 to $228.45. 


TRACE HARK REGISTERED © 6 Pat OFs. 
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STOLEN 


any Valuable Hours and Hundreds 
f Dollars from Utility Operators 


Hust as though a gang of 
ves entered your garage— 
topped your trucks on the 
d—and stole your tires— 
yall breaks in truck tires 
a terrific toll of time and 


he sidewalls represent the 
ailure Zone.” It is here, en- 
heers discovered, that eight 
of ten premature failures 

. Often tires must be 

en out of service thousands 
miles before their time be- 
use they fail in the sidewall 
hg before the tread is worn. 


PLY FLEX 


ees 
PLY-LOCK 
S 


a s 
Triple Protection 
Brings Big Savings 

Sidewall failures seldom oc- 
cur in Goodrich Silvertowns 
because these tires are triple 
protected. Statistics show that 
Triple Protection checks 80% 
of all premature failures. It 
not only gives your tires this 
extra protection but it pre- 
vents a big cause of blow-outs 
and at the same time cuts down 
road delays. 


How Triple Protection Works 


. PLYFLEX — distributes 
stresses throughout the tire 
—-prevents ply separation 
—checks local weakness. 

. PLY-LOCK—protects the 
tire from breaks caused by 
short plies tearing loose 


above the bead. 


3. 100% FULL-FLOATING 
CORD—eliminates cross 
cords from. all: plies—re- 
duces heat in the tire 12%. 


Costs No More 


Here’s the amazing part 
about this amazing tire. Al- 
though it costs us more to 
make it costs you not one cent 
more than other quality tires. 


Why not get acquainted 
with these new Goodrich 
Tires now? There are over a 
hundred types and sizes. But 
there’s one type—one size— 
that will help stop waste in 
your fleet. 


The local Goodrich dealer 
can find that particular tire 
with “The Truck Tire Cal- 
culator,” a scientific device 
which selects the proper tire 
combinations, gives actual 
costs for the life of the tire 
and shows you how much you 


can save, 


Call the Goodrich dealer for 
further details or write direct 
to The B. F. Goodrich Com- 
pany, Akron, Ohio. 


Joodrich™, 4S ilvertowns 


PECIFY THESE NEW eins TIRES FOR TRUCKS AND BUSES 
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The excellent moisture resistance of Okosheath cable is shown by the above curves. These show 
the results obtained on a length of standard, single conductor No. 4/0 A. W. G., 600-volt Oko- 
sheath cable which has been buried in wet ground for five years. It was removed periodically and 
tested after twelve hours’ immersion in water. 


Mark the extreme simplicity of Okosheath small in diameter; easy to handle and in- 
table. Just a tough rubber belt around the stall. A lineman can splice it. Tough and 
tonductor. That is Okosheath. Simple in compact, Okosheath is just the cable for the 
lesign—but it lasts. tough pulls. 


There is nothing to deteriorate and rot Okosheath opens the way for the new trends 


way. Enormous quantities of Okosheath, ond: dedennd, Besides tease Wee Geeks te 


wed both in conduit and buried directly in 
ihe ground, have demonstrated its dura- 
bility. The Okosheath Service Record: No 
omplaints, no failures. Note: The above chart appears in our latest 
Dkosheath is effectually moisture resistant. booklet on Okosheath, which will be mailed 
t is clean, smooth, flexible, light in weight, | upon request. 


Ga THE OKONITE COMPANY 
PASSAIC, NEW JERSEY 


DKONITE QUALITY CANNOT BE WRITTEN INTO A SPECIFICATION 
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saves in maintenance. The dollar benefits are 
both ways. 
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WV 71.1 the future managers of Uncle Sam’s 

power projects have as much difficulty 
writing a flattering report on their opera- 
tions for the edification of Congress as the 
managers of private utilities have experienced 
in reassuring stockholders during the depres- 
sion? A reading of the 2-part article on the 
proposed seven TVA regional plan, com- 
pleted in this issue, by G. W. LINEWEAVER, 
former secretary of the Federal Power Com- 
mission, brings this question to mind. 


Tue TVA, for example, seems to be hav- 
ing a little difficulty settling its cost alloca- 
tions as between power, navigation, and other 
purposes. Then there are the charges by 
private utility executives that TVA has writ- 
ten down the capital value of property. It is 
contended by TVA critics that this is just as 
reprehensible as writing up the capital value 
of utility property—a practice which, we un- 
derstand, is frowned upon by the Federal 
Trade Commission. 


Mayse the solution would be to have the 
utility accountants who used to write up pri- 
vate utility values during the late twenties 
go to work for the government and see what 
they can do about making Uncle Sam’s in- 
vestment in the power business appeal to the 
taxpayer in a financial way during the late 
thirties. This might relieve the strain on 


© Harris & Ewing 
G. W. LINEWEAVER 


“No question can be legitimately raised about , 


the value and ere of regional 
planning .. .” 


(SEE Pace 637) 
NOV. 11, 1937 


Photo by O. F. DeLonge 
ARTHUR A. TILLER 


The Wisconsin Development Authority 
—is it a mountain or a mouse? 


(See Pace 619) 


those laudable but intangible objectives, such 
as “human values,” “building for the future,” 
which the administration has had to point out 
so monotonously in answer to the heckling 
of a hard-hearted economy bloc in Congress. 
After all, it’s a poor rule that doesn’t work 
both ways and an accountant who is smart 
enough to run property values up should be 
just the man to do a good job on running 
them down. 


Mere speculation about such a situation 
recalls the tale told about the conversation be- 
tween the warden of a certain British peni- 
tentiary and a prisoner who had been sum-— 
moned to the warden’s office. 


“You were convicted, I believe,” said..the . 
warden, “for writing a glowing prospectus = 
for an oil company?” 


“Yes,” said the prisoner, 
little too optimistic.” 


“WELL,” continued the warden, “the govy- 
ernment authorities want a report on condi- 
tions in this prison.) I’ve decided to let you 
write it.” 


“perhaps I was x 4 


+ 


FEw months ago Governor Phil La Fol- 
A lette finally succeeded in forcing through — 
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ACCURACY — 
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ae 


ORIFICE 
METER 


EMCO 
M‘GAUGHEY 
INTEGRATOR 


~~. 
a 


The only known method 
of mechanically calculating 
orifice meter charts. Saves 
time and eliminates errors. 


FIELD 
cosT 


LOW 


" 


\ You can’t afford to buy or sell gas 
unless it’s accurately metered. This is 
especially true in large volume measure- 
ment, where the slightest inaccuracy 

can result in considerable loss of revenue. 

That’s why we say, “Rely on EMCO Ori- 

fice Meters, they’re inherently accurate.” 


EMCO Orifice Meter construction is 
based on the most advanced engineering 
principles. Sensitivity and strength are 
combined to the best advantage. Simplici- 
ty in design and accessibility of parts make 
field adjustment easy. The result—Accurate 
measurement at the lowest possible cost. 


PITTSBURGH EQUITABLE METER CoO. 
MERCO NORDSTROM VALVE CO. 


NEW YORK LOS ANGELES TULSA 





COLUMBIA KANSAS CITY CHICAGO PHILADELPHIA ATLANTA 
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his Wisconsin Development Authority (alias 
“little TVA”) after putting down a rebel- 
lion in his legislature that combined ail the 
best features of a sit-down, a walk-out, and 
a runaway. Naturally, we began to look 
around for some able literary marksman to 
spot the vital points of this new statutory 
creature to give the background and side- 
lights, the story-behind-the-story, and all that 
sort of thing. Our eye lit upon ARTHUR 
A. Titter, who used to be a Gunnery 
Sergeant in Battery F of the 120th. Field 
Artillery of the Red Arrow Division, AEF. 


Upon returning to the ways of peace, Mr. 
TILLER spent some time studying at the 
Milwaukee School of Engineering, the Lewis 
Institute (Chicago), and Marquette Univer- 
sity (Milwaukee), and then decided pen 
was mightier than both the sword and the 
slide rule. Whereupon, he served as a Wis- 
consin staff reporter for the Chicago Tribune 
for seven years and then went into business 
for himself. He now operates his own polit- 
ical news bureau at Madison, serving va- 
rious Wisconsin newspapers, Mr. TILLER 
knows the inside and outside of the WDA 
battle and tells all in this issue (page 619). 


REFERRING to the Wisconsin Development 
Authority as the “little TVA” reminds us 
that this term is being bandied about very 
carelessly these days. Folks are talking about 
“little TVA’s” in such diverse regions as 
Wisconsin, Nebraska, Arkansas, and Okla- 
homa, and congressmen are arguing over a 
“seven-TVA” bill (a term which, we under- 
stand, Mr. Roosevelt particularly deplores). 
Perhaps the firm of Morgan, Lilienthal & 
Morgan should take some steps to copyright 
their caption before this trend gets out of 
hand. We may be threatened with TVA 
candy, TVA razor blades, TVA tooth paste, 
and what not. Imagine what would happen 
to a utility president’s digestion if he sat down 
to breakfast some bright morning and found 
a plate of “TVA Energetic Toasties” star- 
ing him in the face! 


¥ 


). ex the things which President Roose- 
velt failed to mention in his call for a 
special session of Congress this month was 
a new tax bill. It is not a pleasant subject 
so it is perfectly understandable that he 
should be willing to let the matter ride until 
the regular session of Congress next Jan- 
uary. After all, there’s no use in spoiling the 
boys’ Holidays with talk about more taxes 
during a year when most of them must go 
back to their electorates for a renewal of 
tenure. But taxes are as sure as death, or 
vice versa (if we may garble Benjamin 
Franklin), and we have in this issue (begin- 
ning page 628) a thought-provoking article 
by Attan G. MitcHett which gives a clear 
picture of the trouble this country is laying 
up for itself by its ostrich-like attitude on 
taxes. He is particularly concerned about in- 
direct taxes. 


NOV. 11, 1937 
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ALLAN G. MITCHELL 


When bigger deficits are made, 
Uncle Sam will make them, 


(SEE Pace 628) 


Mr. MirtcHett, following his graduation 
from Rutgers University, managed to be- 
come affiliated at different periods with utility 
systems in Alabama and New York just about 
the time they were blossoming into what is 
now the Commonwealth & Southern system 
and the Niagara Hudson system, respectively. 
His work consisted of development studies 
for integrated hydro and steam power opera- 
tions, financing, and over-all economics of 
system development. In the course of his 
duties he naturally came into pretty close 
contact with the grave subject of taxation. 
Since 1931, he has been associated with a 
large eastern metropolitan utility engaging 
in a variety of staff projects. 


Ir there is one definite impression we got 
from the various members of Congress, who, 
at this writing, are already trickling into 
Washington for the special session, it 1s their 
determination to keep this country out of war. 
There is no unanimity, however, as to just 
how to accomplish this. Some of the solons 
have very strong ideas about which side of a 
war we ought to stay out on. It never oc- 
curred to us that there were so many de- 
grees of neutrality until one Texas member 
put the matter as simply as this: “You can 
run away from a fight, or stand and look at 
it, or you can hold one of the fellows’ coats. 
I never have run away from a fight.” And 
that is how Innocent Bystanders are made. 


THE next number of this. magazine will 
be out November 25th. 


Ar Calétas 
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Active Fire—You can find a letter in this file 
quicker than you can find a name in a phone book. 





Inactive Fite—Seldom-referred-to yet essential pa- 

pers moved periodically into inexpensive transfer 

cuses, save active filing space, save time and money and 
speed up reference. 














Pipe now your files may be filled to bursting with 
old letters, papers, memoranda. Papers that may 
be costing you $75 to $375 or more every year to keep! 


These should be transferred where they can be easily 
referred to. First, to make room for your new, live papers, 
and second, to avoid delays they might cause by ob- 
structing daily filing and finding. 

Out of 44 years of filing experience Remington Rand 
can recommend proved plans to stop this ex to 
speed up filing and finding in both active and inactive 
files ant to establish controls to prevent future trouble. 


The Remington Rand office in your city will be glad to 
help you work out a plan that will apply to your own 
business. Telephone the nearest Remington Rand 

or mail coupon, for our newest book. No obligation. 


MAIL THIS COUPON 


SSCS E SESS eeeeeseeeeeeeee 
Remington Rand Inc., Dept. U-5113 
465 Washington Street, Buffalo, New York 
Please send new book, “44 Years’ Experience 
Free”. and tell me how to modernize my Fil- 
ing System 






PD. bh ch dchonsantecbabdeunh ve tee ene 
pes: SUG 55255 26s oocsbct onde dvap evasion 
BAM IGE oo «0 obs ome nn ny v0 inches se dundee d barks beneaes 


COP. «a base die bade oss danbees eae QUID. . ic ante sd 4 ets 
SHSKKKKHSHRHSHSHKKHEHSESESHSeSSeeeeeeeeseseeeseee 
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1. Feature Well-Designed Indirect Iluminants 
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3. Feature Quality at a Price 
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Enwin F. A 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 


—MONTAIGNE 








“Every government is obliged to intervene in economic 
life.” 


* 


“People have become government conscious in both 
state and nation...” 


¥ 


“If you. want to kill any idea in the world today, get a 
committee working on it.” 


¥ 


“In the practical determination of a rate base the re- 
production cost gives a padded value.” 


¥ 


“Fear of incurring opposition and animosity and, in- 
deed, actual inertia, are responsible for many of the rail- 
road ills.” 


¥ 


“The land and its products supply the only common 
ground upon which all of the people of the world can 
come together.” 


¥ 


“As society grows more complex, we must expect a 
large increase in the number of industries which are 
affected with a public interest.” 


¥ 


“It is a violent supposition to assume that the state 
utilities commissions will regulate rates. It is a more 
reasonable assumption to say that they are largely regu- 
lated themselves, by the utilities.” 


a 


“Perhaps the development of television and its growth 
into an important industry will give Congress the incen- 
tive that it may have been seeking in order to extend 
its control to the motion picture industry.” 


¥ 


“The more we study the water resources of the nation, 
the more we accept the fact that their use is a matter of 
national concern, and that in our plans for their use our 
line of thinking must include great regions as well as_ 
narrower localities.” 


12 
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‘| NEW FEAT | 

ENTIRE LINE OF © 
BURROUGHS 
CALCULATORS 


nic 


ELECTRIC DUPLEX 
CALCULATOR 


ta . y TWO TOTALS 
: re The individual totals 

in the front dials are 

transferred electri- 

se? cally to the rear dials 

re- ee where they accumu- 
late into a grand total. 


th 


; vee DIRECT 
= SUBTRACTION 
FAST . . « QUIET tuttnceit mount ai- 
rectly from the grand 


ELECTRIC total without the wee of 


re : ae Provides a faster, simpler way to accumulate individual 
- 4 a calculations into a grand total. Direct subtraction, fast 
electric transfer, electric clearance, and positive electric 
key touch speed up the work and enforce accuracy. Other 
Burroughs Calculators of various totaling capacities also 
have new features, new advantages and new styles; thus 
you can select the one that will give you the shortest, 
simplest operation on your particular job. For a demon- 
stration or complete information, telephone the local 
Burroughs office, or write— 


n, as plified Su ti " y BURROUGHS ADDING MACHINE COMPANY 
vt ja Tres on ie 6086 SECOND BOULEVARD, DETROIT, MICHIGAN 
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“Our states are being bled white industrially. When | 
see all of our wealth that is going elsewhere, I sometimes 
wonder how we survive.” 


+ 


“It is probably too much to hope that, in the exercise 
of our powers, we will ever be able to satisfy both the 
utilities and their patrons.” 


¥ 


“Industry today is precluded [by taxes] from laying 
away money to build, repair, or expand. I think it should 
have some relief to be allowed to build up some reserve,” 


¥ 


“Those who have closely studied the problem of trans- 
mission and thoroughly understand the economics of 
power supply, know that there is no sound economics in 
long-distance transmission of power.” 


> 


“Tt is not radicalism, but good conservative doctrine, 
to insist that power is a trust, and the obvious condition 
of its exercise is the erection of safeguards against men 
who ... are incapable of understanding that their private 
welfare is not identical with the public good.” 


¥ 


“He who calls buyers of stocks fools can be properly 
asked by them just what they should have done with their 
money. The banks did not want it and gave them little or 
no return, bond yields were not attractive, and to many 
other investments there was the same objection.” 


¥ 


“Tt is a national tragedy and disgrace that eight years 
after the break in the stock market in 1929 the total 
volume of business being done in this country actually 
is still smaller than it was in any year between 1922 and 
1930, and that in addition business is now growing worse.” 


¥ 


“The 5,590,000 tons of clay materials used in the PWA 
program to date are valued at $56,344,000. Converted 
into shirt-sleeve statistics, the 48,000,000 man-hours of 
labor created is sufficient to keep the active Swiss army 
trundling brick, tile, and sewer pipe for the next half 
century.” 


¥ 


“We may theorize to our hearts’ content and draw 
glowing pictures of an era of production for use and not 
for profit, but when a nation pursues any plan in which 
profit is eliminated, it will find itself building up a loss 
that ultimately must prove a hardsh'p to the very public 
it was endeavoring to benefit.” 
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Elesco Economizers offer advantages 
which assure exceptional performance in 
terms of high efficiency of heat transfer, 
low draft loss and minimum space require- 
ments. 

They are available in two designs—the 
accessible or fanged joint type and the con- 
tinuous loop type. 

The flanged joint type, shown above, is 
designed for complete accessibility and is 
used where routine cleaning and inspection 
are desirable. This design is also applicable 
to high pressure units and may be installed 
within the setting if desired. 

The continuous loop type has only such 
joints as are necessitated by manufacturing 
and installation limitations, and these joints 
are of the welded type. This design is espe- 
cially suitable for any installation where 
favorable feedwater conditions are consis- 
tently maintained. It is particularly well 
adapted to modern high pressure, high super- 
heat units in which economizer surface is 
often located within the setting. 

The Elesco extended surface consists of 
steel fins welded to the exterior tube surface 
on either side. This feature, together with 
the use of bifurcated tubes and forged re- 
turn bends, exclusive with Elesco Econo- 
mizers, offers the following specific advan- 
tages— 


ELESCO 


FIN TUBE 
ECONOMIZERS 


o fer many advantages 


With flanged joint type— 

1. Fewer joints than any other accessible type econo- 
mizer. 

2 Three-bolt flanges assure tight joints. Only standard 
tools required. All flanged joints at one end of the 
casing. 

Interior surfaces easily accessible for inspection and 
cleaning. 

All parts readily replaceable. 

Only ordinary labor required oe erection, main- 
tenance and repair. 


bie either type— 


Minimum space requirement due to an arrangement 
of tubes and fins which permits maximum ting 
surface per cubic foot. 

Lowest draft loss for equal gas flow—or higher 
heat recovery for the same gas flow. 

. The only extended surface having perfect and soa 
manent bond with the tubes insuring efficient hea 
transfer over the life of the economizer. 

Negligible accumulation of soot and dust due to 
extended surface comprised of vertical fins. 

. Forged return bends assure smooth interior sur- 
faces, unsusceptible to corrosion; also permit ad- 
vantageous arrangement of tubes. 

. Arrangement of tubes and extended surface as- 
sures more effective gas distribution at all ratings, 
prevents by-passing of heating surface and mini- 
mizes the possibility of clogging and external cor- 
rosion. 

. Double steel casing with enclosed insulation built 
permanently tight. Hinged doors with clamps. 
Minimum air infiltration. 


A-379a 


COMBUSTION ENGINEERING COMPANY, INC. 


200 Madison Avenue, New York, N. Y. Canada: 


Combustion Engineering Corporation, Ltd., Montreal. 
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Good Will Remains 
Behind Hoosier Crews 


Hoosier ENGINEERING Co. 


46 So. 5th St., Columbus, Ohio 
Canadian Hoosier Engineering Co., Ltd. 
Montreal 


ERECTORS OF TRANSMISSION LINES 
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BUS 
TRANSPORTATION 


MAINTENANCE AWARI 


BARRON 6. COLLIER 
Congratulates 
the Winners of the 1937 


BUS TRANSPORTATION MAINTENANCE CONTEST 
BARRON G. COLLIER, INC. 


745 FIFTH AVENUE - NEW YORK 


TRANSPORTATION 


MAINTENANCE AWARI 
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ONSERVE TRENCHING DOLLARS 


Youll Get Most TRENCH In MOS 
Places at Least Cost with 








The 
Cleveland 
“BABY 
DIGGER 
Model 95” 





ou’ll get the most out of machine trenching wherever the work 
when you put today’s Model 95 “BABY DIGGER” on the job. 
More finely balanced, more powerful and rugged, much faster 
and more resistant to wear and abuse, it represents the utmost 
in trenching economy and efficiency. Savings of as much as 75% 
have been made by the use of this machine. 


These constant savings that BABY DIGGERS chalk up under 
the most difficult operating conditions are an insistant challenge to 
their owners to use them on every foot of trench they have to dig. 
And BABY DIGGERS are quickly and easily transported from 
job to job on their own specially built trailer—a distinctive 
“Cleveland” feature. Investigate and save. Write today for com- 
plete information. 


THE CLEVELAND TRENCHER COMPANY 


“Pioneer of the Small Trencher” 


20100 ST. CLAIR AVE. CLEVELAND, OHIO 


e CLEVELAND € 
BABY DIGGER Model 95 
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Perfect Results 


with the new 


“EQUALIZED HEAT” OVEN 


An exclusive L&H Electric 
Range feature that directly 
helps close sales. Wire or 
write for complete facts. 





A. J. LINDEMANN & HOVERSON CO. MILWAUKEE, WISCONSIN 








It Would Be Hard to Build a More 
4 e Dependable Battery 


FTER nearly half a century — during 
which time it has served utilities and 
industrial plants all over the world — the 
Exide Chloride Battery remains, in the opin- 
ion of competent engineers, the best battery 
ever designed for control bus or other sta- 
tionary service. 

The active material of its positive plates 
—tightly coiled strips of corrugated lead— 
remains embedded in the alloy grids for 
years, while the material of the negative 
plates, virtually sealed up in boxes of per- 


forated sheet lead, gives an equally long and 
Cc H L O RI DE gratifying life. Our new Bulletin 204, de- 


BATTERIES scribing this widely known and used battery, 
is yours for the asking. Write for a copy. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 
The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
Exide Batteries of Canada, Limited, Toronto 
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END-OF-A-CORD HEATING 


A Thoroughly Practical 
Entirely Automatic 


Electric Steam Radiator 


He by steam produced by elec- 
tricity. Gives off both radiant and 
convected heat same as any well be- 
haved steam radiator. 


Shipped with the right amount of non- 
freeze water, all ready to plug in. 


It is heat on wheels. Mounted on ball 
bearing casters, can be pushed from 
room to room. Weighs so little can be 
easily carried upstairs or down. 


Equipped with both a thermostat and 
automatic current cut-off. Smallest 
size consumes the same amount of cur- 
rent as an electric iron. 


Made in 4 sizes for 115 and 230 volt 
A.C. current only. 


Attractively finished in a neutral color 
with black trim. Yields good margin 
of profit. Backed and guaranteed by 
Burnham, makers of heating equip- 
ment for over half a century. 


Send for circular giving detail infor- 


mation, 


Manufacturers of Heating Equipment Since 1873 


IRVINGTON, NEW YORK 
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THEY CALLIT THE 
“TREMENDOUS TRIFLE 





Oil is relatively a small Purchase . . . But 
110 Industries find in this “tremendous trifle” the 
way to lower manufacturing costs ... Backed up 

by Socony- Vacuum “Correct Lubrication” 





A” oF oIL! Select the right kind 
. deliver it in the right way 
. to the right place . . . and it may 
save you thousands of dollars a year! 


The amount of oil and grease you buy 
annually may be less than % of 1% of 
your total purchases. 

BUT THIS TREMENDOUS 
TRIFLE CAN PROFOUNDLY 


AFFECT EFFICIENCY AND 
PROFIT OF YOUR PLANT! 

It can increase output. Lower 
maintenance costs. Protect capital in- 
vested in production units. 

And the slight difference in price be- 
tween the cheapest oil and Gargoyle 
Lubricants is often repaid a 
thousand times by these benefits of 


CORRECT LUBRICATION. 


Correct Lubrication Means 
the Right Oil... in the Right Way 


...in the Right Place 














SOCONY-VACUUM 


CORRECT LUBRICATION 
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“THRIFT CARRIERS FOR THE VATION’ 
More power per gallon » Lower cost per load 
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| 
DIDYA EVER apo met 
HEAR ABOUT fp | PO BUT DON'T 


TH’ B.L.B.B. FORGET TO TELL 
) THEM ALL ABOUT 
WHAT IT’S DONE FOR 


Want to know more about this load builder, 

gocdwill earner? Write AMERICAN STREET 

ILLUMINATING COMPANY, 26! N. Broad 
St., Phila., Pa. 
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USE DOUBLE SEALS FOR ECONOMY AND 
TIGHTER COPPER CONNECTIONS 


' Smaller copper tubing will do the job so much better than 

' heavy, iron pipe. Fewer fittings are needed, for smooth co 

' tubing bends replace many fittings. BUT MOST IMPORT 

_ IS THE JOINT ITSELF. Double Seals provide the stror 
method of joining copper tubing. They are copper to co 
with no sealing agent required. They will stay tight des 
severe pull, twist, They are appro 
bend, vibration vacu- by Underwriters 
um, freeze and heat A oratories. Write 
stresses. Va details. 


HAYS MB, GO. \ \IRES/ ERIE, PEM 
Specify HAYS DOUBLE SEAL‘ Git 
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HEY PULVERIZERS 


in Central Stations 





lant after plant in the Public Utility industry has swung to Riley 
y || ulverizers .. . definitely establishing Riley as one of the leaders 


A few Public Utilities using Riley Pulverizers ... 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Order 
Hartford Electric Light Co., Conn. ... Repeat Order 
Potomac Electric Power Co., Washington, D.C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Til. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


4 BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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for Modern Store Fronts sho 
begin at Home! 


Here’s how Architect “wor F. Sansbury and the Potomac Edison Company 


convince the merchants 


A modern store front demands modern illumina- 
tion. And modern illumination means a heavier 
lighting load. There’s a natural tie-up if there 
ever was one... new Pittco Store Fronts and 
modern lighting. 


But to take best advantage of this tie-up . . . to 
convince prospects in your community of the sound- 
ness of store front modernization with better light- 
ing . . . there’s nothing more valuable than an 
actual example... on your own show rooms... 
of just what you mean. 


You talk to a merchant .. . tell him the need for 
modern merchandising methods . . . plug away on 
the idea of a new store front with better lighting. 
And to clinch the argument, you say “Look at our 
own quarters down the street. There’s a new 
front ... illuminated in the modern manner. We 


perty 
value of brightly 


owners of Cumberland; Md., of the 


lighted stores. 


practice what we preach . . . because we know it 
means better business!” 


Put a new Pittco Front on your utility show rooms 
Make them an example of what you preach. And 
when the Pittco Store Front Caravan, sponsored 
by Pittsburgh Plate Glass Company, comes to you 
territory, don’t miss it. It shows you numerou 
actual examples of modern store front lighting. It 
offers you an opportunity to cooperate with a pro 
motional effort that leads directly to more business 
for you. Contact our local branch for data about 
the Caravan ... and for any cooperation on stort 
fronts you may need in your work, 


Ayia. ?\TTS BURGH, 
PLATE GLASS COMPANY 
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COMBINED METERS SANGAMO TYPE HV METERS 


AND TIME-SWITCHES 





The Type HV instruments combine a 
standard singlephase HF watthour 
meter with a synchronous motor time- 
switch—in various switching arrange- 
ments—supplied with or without two- 
rate register. Low cost installation and 
wiee 1v.01.0n minimum space requirements make 


them desirable for metering and con- 
TYPE HV-11-A 


trolling off-peak loads. 


odern Meters for Modern Loads! 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 





DISCONNECTS FROM 400 TO 4000 AMPERES 


Single Pole Element of Group-Operated Disconnect Switch 


ask ror New Delka= Siar ® Electri¢ Ga uni ree 


PRICE LIST CONSTRUCTION 
2400 BLOCK FULTON STREET, CHICAGO, ILL. 
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The 
of 


Lb FURTHER 
VolgvaeleMe 


The PROTECTIVE EFFICIENCY of cold coating and the 
HILL-HUBBELL Process can be compared. Cold coating 
gives about as much protection as a prime coat on a new 
house. Compared to this the HILL. HUBBELL Process 
gives the protection equivalent to a prime coat and two 
coats of quality paint. There is just no comparison,—one 
actually PROTECTS and the other doesn’t. To bear out 
our ‘contention ‘we quote the following from an A.G.A. 
Subcommittee report on Pipe Coating and Corresion— 
“Their value (cold coatings) as a protection against pitting 
would probably not justify the trouble and expense of 
applying them to permanent lines.’’ The PROPER protec- 
tion of STEEL PIPE by the HILL-HUBBELL Process pays 
in dollars and cents. 


For over 30 years BITURINE ENAMEL, an all-coal tar 
product, has done an efficient protection job. 


Three coats of enamel, one wrapping of Felt, and one covering 
of Kraft paper are applied mechanically at ONE time with 
ONE labor cost. There are no bubbles, skips, or holidays with 
the HILL-HUBBELL Process. 


HILL- HUBBELL Proce: 
PIPE PROTECTION 


BUY STEEL PIPE, 
Mill Coated and 
Wrapped at any of 


these mills 

Central Tube Company 

Jones se auailin Steel 

National Tube Company 

ae Steel owe oration 
Co.. Ine. 


Vous % Sheet & 
"han Company 


GENERAL PAINT CORPORATIC 


H] 





HYDRAULIC TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 


* Penstocks 





* Butterfly Valves 

* Power Operated Rack Rakes 
* Gates and Gate Hoists 

* Electrically Welded Racks 





NEWPORT NEWS, VA. 





NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 


90 BROAD ST., NEW YORK, Nv. Y. 
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i TAYLOR STOKER UNITS 
TAPE OR STOKERS 
FURNACES (Woter-Cooled 
moe CC OP PERS 
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Ride With Changing 
Coal Prices 


Coal burning equipment 
should be able to burn coal 
from any field so that you can 
shift your purchases to take 
advantage of changes in coal 
prices. Taylor Stokers, be- 
cause of their design, have 
an outstanding reputation 
for burning a wide variety 
of coals. Capitalize on this 
fuel flexibility! 

















Division: AMERICAN ENGINEERING COMPANY 


PHILADELPHIA, PENNSYLVANIA 


Other Products: A-E-CO LO-HED MONORAIL ELECTRIC HOISTS, A-E-CO HELE 


PUMPS, MOTORS AND TRANSMISSIONS, A-E-CO MARINE AND YACHT AUXILIARIE 
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A one ” 





With compressor in the rear, op- 
erated off the power shaft, this 
Cletrac supplies air for the power 


hammer. 


With bulldozer in front, it quickly 
backfills the ditches. 


In between times, it moves heavy 
materials—a Jack of many trades 


and master of them all. 


Matching the Cletrac in sound en- 
gineering and sturdy construction 
is a complete line of working 
equipment — bulldozers, scrapers, 
air compressors, welders, post hole 
augers, rock crushers, front end 


loaders, winches, booms. 


There’s a Cletrac for every job— 
fifteen models from 22 to 94 
horsepower, either gas, tractor 
fuel, or Diesel powered. In- 
foarte a a 


AND, OHIO 


vestigate. 


we ES ce 


THE CLEVELAND TRACTOR COMPANY + CLEVEL 


Cletrac 


Crawler Tractors 


The only tractors with controlled differential steering that keeps both tracks 
pulling at all times . . . on the turn as well as on the straightaway. 
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SENSATIONAL NEW LINE OF REFRIGERATORS. BANGES 
WATER HEATERS AND HOME LAUNDRY EQUIPMENT 





@ The beautiful new Frigidaire Electric 
Range. Offers more advanced cooking and bak- 
ing teatures than any other 2 ranges combined ! 








@ Greatest all-around money-saver in 
Frigidaire history—the new 1938 Frigidaire 
with the new Silent Meter - Miser! Saves ! 
up to 25% more on operating cost than | ' 

even the current -saving 1937 Frigidaire! @ New Frigidaire Elec- @ New Frigidaire 
Saves more, too, on food — ice — upkeep! tric Washer. Washes Electric Water 
And offers, in addition, a host of marvel- = oH soe estes, Rome 
ous new features . . . new interior appoint- Frigidaire Ironer hasmany it one of the most effi- 
ments ... beautiful new styling! new advantages, also. cient heaters ever built. 





FRIGIDAIRE UTILITIES WILL DO BETTER THAN EVER IN 1938! 


® This outstandin i 
: g, well-rounded line of new 
Ca will make the Frigidaire franchise tre- 
r- ously more valuable in 1938! 
he. to Po utilities handling Frigidaire a 
t selling advantage, Frigidaire will put — 1938! They'll do better than ith Frigid- 
| ! ever with Frigi 





strategy that has characterized the promoti 

the Frigidaire refrigerator — mad ope “ 

seller in the industry! arlene sis 
Frigidaire utilities are set to go again in 


behind each and every new appli- 


ance the same hard-hitting sales aire in 1938! 
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“THE MOST POWERFUL AND SERVICEABLE” 


HAND SEARCHLIGHTS— 
WORKLIGHTS— 


-, AUTOMOBILE SPOTLIGHTS 


MORE IMPORTANT / 
THAN EVER BEFORE 


MADE SPECIALLY FOR 
ELECTRIC—GAS—TELEPHONE 
REPAIR CREWS 


WRITE FOR FOLDER 


CARPENTER MANUFACTURING CO. 


Cambridge, Mass.—Cable address "Portalite” 











Public Utilities ‘Fortnightly 





E review magazine of current opinion 
and news relating to public utilities. 
Conducted as an open forum for the 
frank discussion of both sides of contro- 
versial questions — economic, legal and 
financial; also gives trends in the present- 
day control of these companies—govern- 
mental competition — state and Federal 
regulation. 


| Issued every other Thursday—26 num- 
bers a year—annual subscription $15.00. 


{ The only magazine furnishing current 
and vital information on all subjects in- 
volving the financing, operation, and 
management of public utilities under gov- 
ernmental regulation and competition. 


§ A magazine of unusual value and cur- 
rent stimulation to all persons holding 
positions with, or having a financial in- 
interest in, public utilities. 


Published by 


PUBLIC UTILITIES REPORTS, INC. - - 1038 Munsey Bldg., Washington, D.C. 
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) Buckeye’ DitcHers 





Model 11 digs trench 1 1!/." 
p 22" wide, depths to 5/2’. 


Model 12 digs trench 14!/," 
tp 24" wide, depths to 5!/,'. 


F A/S T... 
ACCURATE... Low'cott ditching 


Put a Buckeye Ditcher on the job and you know that the trench 
will be completed on schedule and at minimum cost. No soil 
ORIGINATORS condition short of rock is too difficult and you have available 
the power and the choice of digging speeds that make re- 
WHEEL: TYPE markable savings in time. When you buy a Buckeye you are 
getting a machine into which has gone all the engineering skill 
DITCHER and experience that comes from well over a third of a century 
: of building trench excavating machines, in use wherever pipe- 

lines are laid, the world around. 





BUCKEYE TRAILER 
for ease in transporting Buckeye Ditch- 
rs, investigate the advantages of these 
rigged, easily loaded trailers—built in 
, 10, and 15 ton capacities. 


THE BUCKEYE TRACTION DITCHER CO., 
° FINDLAY, OHIO : 
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GRINNELL PREFABRICATION | 








\ 


cuts field welds to thi minimum 


The few field welds require N © install a Grinnell Prefabricated 
section are all of the plain circuleferential butt weld type—any ¢ 
pipe welder can make one or a hndred uniform welds. 

Smooth in contour and inside s Yace, thoroughly pretested and ¢ 

GRINNELL PREFABRICATION fied for insurance, Grinnell PrefaRyicated Piping gives engineers 
advantages of basic and interpretiv® engineering, economy in cost 
: SPA labor, easy, rapid erection and delively on schedule. 
Major Services: : A \ ne 
Find out how much more readily GNnnell prefabrication can f 
WELDING BENDING complicated sections; multiple outlets;\nusual bends. And rely on 
LAP JOINT FLANGING vast resources of Grinnell to provide the\advanced plant facilities, 1% 
NOZZLE EXTRUDING thinking and years of experience that will Nake the job go right. Gri 


Company, Inc., Executive Offices, Provid@nce, R. |. Branch offieds 
principal cities. \ 


WHENEVER PIPING 18 INVOLVED 


Includes These Four 
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Rely ou Sap Gatabliite:..a save 
WITH EQUIPMENT DESIGNED FOR UTILITY USE 


Fifteen years ago when Paul H. Davey built the world’s first air-cooled portable com- 
pressor, air-cooling was regarded as impractical, impossible and contrary to all engi- 
neering principles. It is now the standard of the industry. 

Today Davey truck power take-off units for utilities are as far in advance of competi- 
tion as was our first air-cooled compressor of 1922. 


DAVEY COMPRESSOR CO., INC. KENT, OHIO 


“Built to Serve and Endure” 
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VULCAN SOOT BLOWER CORPORATION 


“Du Bois © Pennsylvania 
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RIGHT TYPE 
for 
EVERY 


SERVICE 






highly-efficient Turbine, Centrifugal and 
Reciprocating Pumps is exactly the equip- 

ment you need, no matter what your 

pumping problem. American-Marsh en- 

gineers can help you get results with © 

UTMOST economy. We have done it | aint 

a thousand times beforel Write us for | ie $0 ye, 


AMERICAN-MARSH PUMPS, INC. 
Centrifugal, Turbine, Steam, and Power Pumps 


BATTLE CREEK . . MICHIGAN 
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PAYLOADS 


Haul more for less money with a GMC 


For ‘‘bigger payload”’ trucks, see GMC. For (1) biggest half- 
ton trucks, and (2) cab-over-engine models with long load 
space, buy now while GMC prices are crowding the lowest! 


Time payments through our own Y. M. A. C. Plan at lowest available rates 


GENERAL MOTORS TRUCKS & TRAILERS 


GENERAL MOTORS TRUCK & COACH 
DIVISION OF 


YELLOW TRUCK & COACH MANUFACTURING COMPANY, PONTIAC, MICHIGAN 














a 
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CRESCENT’S Own “Bureau of Standards 





— 
oe 


™y 


Sets Quality Standards for 


CRESCENT wine ena casu 


Right here in our laboratory, raw materials either acquit themselves nobly or are convicted 
To name a few cases that come to trial—the moisture absorption percentage of rubber; the 
percentage of moisture content of cotton; and the percentage of pure rubber in a co 
pound ... There's no compromise here, or in any other corner of the lab . . . One milligra 
one way or another doesn't go . . . It's an exact science, with us, this production of wires and 
cables for practically every known electrical ap- 
iii tines plication. On your next job, call in your a 
DROP CABLE CRESCENT representative. All types of Building 
LEAD COVERED Wire and all kinds 
macnaT wine : of Special Cables to 
PARKWAY CABLE meet A.S.T.M. | 
RUBBER POWER A.R.A., — 1.P.C.EA. 
CABLE ' . 
SERVICE ENTRANCE and all Railroad, 
ger Government and] 


SIGNAL CABLE ae ae 
VARNISHED CAMBRIC Utility Companies 
Soe Specifications. 


WEATHERPROOF WIRE 
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ACCT’S RECEIVABLE 


4 
SERVICE BILLING ' 


CASH POSTING 


ARREARS BILLING 


Investigate this 


All-around Accounting Method 


{ In re-equipping your accounting department, don't consider only 
your Current Service Billing needs. This type of billing comprises only 
3% of present day customer accounting costs. 


{| Investigate the punched card method of accounting which, in addi- 
tion to Service Billing, will facilitate the handling of Cash Posting, 
Ledger Balancing, Discounts, and Arrears and Merchandise Billing. 
This method will also enable you to control Accounts Receivable, 
Meter Deposits and other important functions. 


| This modern electric Accounting method offers complete and more 
informative records to the customer, the district offices, the customer 
service department and the management. Write for complete infor- 


mation today. 





INTERNATIONAL BUSINESS MACHINES CORPORATION 


GENERAL OFFICES: ree BRANCH OFFICES IN 
270 BROADWAY, NEW YORK, N. Y. PRINCIPAL CITIES OF THE WORLD 
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YOU MUST SET AN EXAMPLE 


FOR YOUR CUSTOMERS! 


ARE YOUR OWN UTILITY OFFICES LIGHT-CONDITIONED? 


Modern Lighting is essential to a public utility business office where the company comes in 
daily contact with its customers. When you preach the doctrine of Better Light-Better Sight 
to your customers, you must show your belief in it by the modern lighting of your own offices. 
Permaflector gives you this sample of good public utility office lighting. A combination direct 
and indirect system of lighting is architecturally blended to harmonize with the room. Spe- 
cially constructed ceiling domes are molded into an architectural unit by using Pittsburgh 
Indirect Luminaire No. B-56! close-coupled. Flanking these domes are installed Pittsburgh 
Direct Lighting Units No. FE-100-C recessed in the ceiling with flush concentric louvers for 
light control. 


Permaflector engineers will be glad to show you how to achieve these results for your offices 
and salesroom. 


— PITTSBURGH 
wee ~~ REFLECTOR COMPANY 
Cerna a OLIVER BLDG. PITTSBURGH, PA. 
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For 
Permanent 
Economy in 
Electrical 
Distribution 


aan 


EVERAL YEARS AGO, Johns- Manville 
introduced Transite Electrical Conduit 
—an asbestos-cement material so inherently 
strong and permanent that it ended the ex- 
pense of “‘concreting-in’”’ on many under- 
ground duct systems. And provided virtual 
freedom from maintenance whether installed 
under or above ground. 

Today, its companion conduit . . . Trans- 
ite Korduct . . . is lowering electrical dis- 
tribution costs—and keeping them low— 
on jobs where concrete casings must be used. 

Differing from Transite Conduit only in 
its lesser wall thickness, Korduct offers the 
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* WHEREVER «= 

electrical conduit 4 
must be “‘concreted- ‘y 
in’’—the light weight 3 
and long lengths of 
J-M Transite Korduct ! 
cut material and 
labor costs, assure 
immediate instal- 
lation savings. 


same basic permanence, the same freedom 
from maintenance. 

Its lighter weight and long lengths reduce 
both material and handling costs. Hence 
on multiple-duct systems, in tunnels, bridge 
structures, dams—or wherever the service 
calls for ‘‘concreting-in,”” Transite Korduct 
is your logical conduit choice. 

Making new conduit installations . . . re- 
placing existing materials? Be sure you get 
the new data-sheet manual on Transite 
Korduct. It also includes new data on 
Transite Conduit. Write Johns-Manville, 
22 East 40th Street, New York City. 


Johns-Manville 


TRANSITE KORDUCT 
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For Efficient, Low-C. ost Handling 


@ Link-Belt equipment for the power plant includes conveyors of the belt, 
apron, flight, screw and other types; bucket carriers; skip hoists; crushers; 
feeders; weigh larries; car dumpers; water intake screens; locomotive and 
crawler type cranes; underfeed screw type stokers; portable belt conveyors; 
bucket elevators and a complete line of accessories—equipment that has 
built into it tried and proved features, demonstrated as sound and practical 
in hundreds of power plants. 

Send for catalog. Address Link-Belt Company, Chicago, Philadelphia, Indianapolis, 
Atlanta, San Francisco, Toronto, or any of our offices located in principal cities. 


LINK-BELT | 


COAL AND ASHES HANDLING EQUIPMENT 
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WORLD’S NO. 1 TYPEWRITER 























Right in your own office see what Royal will do for youl Try the Easy- 
Writing Royal exactly as it will be used—on your secretary's desk! Ob- 
serve the rhythmic action of this amazing typewriter—its accurate, easy 
response to every operator's fingers. Notice the perfect precision of 


a Royal-typed page. Make the DESK TEST! The Easy-Writing Royal will 
speak for itself! 


a 


wou. eee 1 


Copyright 1937, Li. pwnen ill Inc. 


* GET A 10-DAY DESK TEST FREE! 


Royal Typewriter Company, Inc. 
Department WPU-IJ11 

2 Park Avenue, New York City 
Please deliver an Easy-Writin | to my 


a 
office for a 10-day FREE DESK ats T with- 
out obligation to me. 
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If your customers are 
ever kept waiting... 
If your customer con- 
tact departments are 
subject to seasonal 
or periodic conges- 
tion... If your bad 
debt losses are higher 
than they should be .. 


YOU SHOULD HAVE THIS BOOK! 


@ It tells how the elapsed time for individual customer transaction 
in the offices of a public utility company can be (and has been) reduced 
from 10 minutes to 45 seconds each ... It tells how new accoun 
can be opened, excess charge complaints adjusted—credit ratings, cus 
tomer histories, amounts of deposits ascertained with remarkable 
speed ... It describes a new method for the centralization of infor 
mation and practically instantaneous voice contact between depart 
ments ... It deals not with theory but with fact—telling of surpri 
ing results achieved by firms such as Kansas City Power and Light Co 
New York Edison Co., Public Service of N. J., etc. 


You should read “Better and More Profit 
mT Pith asee NYO able Public Relations.” It will be sent 
0 Please send me @ copy of “Better ond request without charge or obligation t 

Move. Poepecple Punts Reteteus.” interested public utility executives. Write 
© Please have representative call. » Lone or use coupon. 


DICTOGRAPH PRODUCTS CO., | 


' §80 Fifth Avenue, New York, N. Y. 


Manufacturers of Precision Hquipment 
Since 1902 
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Automatic sectional house heating with efficient, mod- 
ern appliances of the direct application type with 
thermostatic control open up a great mass market to 
house heating by gas. They make such heating prac- 
tical, inexpensive. They solve the problem of the many 
homes in which central heating plants cannot be in- 
stalled. They are rapidly expanding the sales of both 
fuels and appliances. 

Robertshaw provides a complete line of tested space 
heater thermostats for circulators, radiant heaters, 
floor furnaces, unit heaters, warm air units, kitchen 


heaters and gas steam radiators. Write for Robertshaw 


Space Heater Thermostat Bulletin. 


ROBERTSHAW THERMOSTAT COMPANY 


YOUNGWOOD, PA. 
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Laying pipe across country is one of the many important jobs turned over to 
International TracTracTors because of their dependability and economy. 


INTERNATIONAL TracTracTor de- 
sign, quality, performance, and economy 
offer the answer to your mobile power 
problems. Make a thorough study of the 
TracTracTors — there are five models to 
fit your needs exactly. Their utility is 
further increased by the long list of equip- 
ment built around them. 


The International line also includes 
five wheel-type tractors which have wide 
application for construction and main- 
tenance work. The nearest International 
Industrial Power dealer or Company- 
owned branch will give you complete in- 
formation on any tractor in the line. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated ) Chicago, Illinois 


180 N. Michigan Ave. 


INTERNATIONAL HARVESTER 
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An Exclusive 
=e) CONNELLY 
ok «.' Product 


a 


ONGE 





— 


Write for Bulletin §©& 


No. 100-B-| 





There is only one bona fide IRON SPONGE—“The Ace of 
Gas Purifiers”—which is manufactured, patented and sold by 
CONNELLY exclusively. It may have imitators a-plenty, 
but duplicates none. On performance alone, it is secure in its 
supremacy under actual conditions in the purifying boxes— 
prolonged activity, extraordinary capacity, quick recovery 
after fouling, and year ’round economy. Place your orders 
now while good weather permits prompt deliveries. Shipped 
in bulk or bagged—By truck, boat, rail. 


CONNELLY covirnor company 


CHICAGO, ILL. New England Sales Representative: T. H. Piser, Wellesley Hills, Mass. ELIZABETH, N. J. 














STOPPERS 


All Types 
PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 


SAFETY GAS MAIN STOPPER CO. 


523 Atlantic Avenue 
Brooklyn, New York 
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able parts make old Trident and Lam- 
bert Water Meters New. 


UT this is only one of the many features 
of these Quality Water Meters. There's 
a type made for every service. 


ATALOGS from Neptune Meter Co., 
4 (Thomson Meter Corp.,) 50 W. 50th 
St., (Rockefeller Center), New York 
City. Neptune Meters, Ltd., 345 So- 
rauren Avenue, Toronto, Canada. 


AY words explain it. New Interchange- 


This Neptune Meter Casing 
(eut eway) is 38 years old. 


The parts are modern. Both 
Frost-Proof and Split-Case 

types are protected by Inter. 

changeable Parts. 


and LAMBERT WATER METERS 
OVER 6 MILLION MADE AND SOLD THE WORLD OVER 
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Pole-mounting 
RECORDING 
VOLTMETER 


Inverted pen arm, with renewable chromium-plated 
tip and micrometer zero adjustment . . . Sturdy yet 
sensitive measuring element, with safety locking de- 
vice for protection during transit . . . Still greater 
sensitivity .. . New “fine line” platinum point pen 

. Telechron or spring-driven clock . . . Weather- 
proof case of cast iron or aluminum as required. 
Tight fitting, rubber gasketed door. Write for Bul- 
letin 436. 


THE BRISTOL COMPANY, WATERBURY, CONNECTICUT. Branch Offices: 
Angeles, New York, a Pitts. 
: anc Canada: The Bristol Company of Limited. 
Toronto, Ontario.’ England: Bristol's Instrument Company, Limited, London, NW. 


BRISTOLS 


AMMETERS and VOLTMETERS 
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Accent on PERFORMANC 


Concentrate the engineering experience of a well-ky 
organization upon a single problem involving individ 
motor or generator design. 


To carry out that design, focus upon it the producti 
skill of a shop where fine work is traditional, where t 
principles of sound workmanship are the inviolable rule. 


Test the final product under the conditions it will have 
meet. Check it exhaustively, thoroughly, at every poi 
Make sure it is “Characteristically Elliott” in every ws 


This is the Elliott Formula for Performance. Assure oy 
standing performance in the motors and generators 
require. Let Elliott apply this unfailing formula to the 
production. Write us. 


ELLIOTT COMPAN 


PITTSBURGH, PA. 
Electric Power Department: 
RIDGWAY, PA. 
District Offices in Principal Cities 





Taele lta ks TURBINE-GENERATORS - MECHANICAL DRIVE TURBINES~ ENGINES - ENGINE GENERATOR? 


CONDENSERS - MOTORS - GENERATORS - MOTOR-GENERATORS DEAERATORS + FEED-WATER HEATER) 
»- VACUUM COOLIN 


STRAINER 


DEAERATING HEATERS + CENTRIFUGAL BLOWERS DESUPERHEATERS »- FILTERS 
EQUIPMENT - STEAM JET EJECTORS ~- ELECTRIC HEATERS - TUBE .CLEANERS +» SEPARATORS 
GREASE EXTRACTORS - NON-RETURN VALVES 
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Utilities Almanack 





~~ NOVEMBER —_ 



































ll TA q Wisconsin Utilities Association convenes, Milwaukee, Wis., 1937. 
{ New Jersey Bankers Association opens meeting, Asbury Park, N. J., 1937. 
12 fF { National Motor Truck Show, Inc., concludes session, New York, N. Y., 1937. 
{ American Petroleum Institute ends conv vention, Chicago, Til., 1937. 
13 S2 { Seventeenth Annual Gas School Conference ends, Iowa State College, Ames, Iowa, 1937. 
{ Union of Manitoba prenetiies will hold meeting, Winnipeg, Manitoba, November 
14 S 30-—December 2, te -_ 
15 M 7 Gitehome Municipal League starts meeting, Enid, Okla., 1937. 
{ National Bureau of Standards begins convention, Washington, D. C., 1937. 
16 T# { Highway Research Board yt National Research Council will hold convention, Washington, 
D. C., December 1-3, 1937 
17 W { American Trucking Association ends 3-day meeting, Louisville, Ky., 1937. 
18 TA { National Municipal League opens convention, Rochester, N. Y., 1937. 
9 New England Council convenes for session, Boston, Mass., 1937. 
19 F { National Industrial Traffic League ends 2-day convention, Chicago, Iil., 1937. 





S¢ 


{ National Industrial Council will convene, New York, N. Y., December 6, 7, 1937. 





4 American Society of Mechanical Engineers will hold convention, New York, N. Y., 
December 6-10, 1937. 





{ Mississippi Valley Association opens meeting, St. Louis, Mo., 1937. 











{ Exposition of Chemical Industries will be held, New York, N. Y., December 6-11, 1937. 








7 6g  aapemmpsee of Manufacturers will hold meeting, New York, N. Y., December 
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Courtesy, Bureau of Reclamation 


Construction of a Cofferdam 
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An inquiry into the various phases of the 
Wisconsin Development Authority 


and its prospects 


By ARTHUR TILLER 


IGOROUSLY opposed during the 
process of legislative enactment 


because it had been burdened by 
attachés of Governor Philip F. La Fol- 
lette as a “little TVA” measure, the 
Wisconsin Development Authority has 
been momentarily stymied in its ac- 
tivities by refusal of Secretary of State 
Theodore Dammann to honor its ex- 
pense vouchers until the state supreme 
court renders an opinion that will 
clarify his position as well as protect 
his interests and those of his bonding 
companies. 

A Milwaukee taxpayers’ league has 
attacked the constitutionality of the 
law which appropriates $60,000 an- 
nually to the Wisconsin Development 
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Authority, a private, nonstock, non- 
profit corporation designed to encour- 
age and assist in the creation of co- 
Operative and municipal power dis- 
tricts. A somewhat parallel situation 
—although dissimilar in certain as- 
pects—arose in this state in 1928 when 
the supreme court ruled that private, 
nonprofit corporations could construct 
buildings on the University of Wiscon- 
sin campus and rent them to the board 
of regents, which in turn would 
eventually pay for the buildings out of 
operating revenues. 

Original opposition to the Wiscon- 
sin Development Authority arose in 
the legislature for the following 
reasons : 
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Its designation as a “little TVA” 

e bill was offered by Governor La 

Follette’s secretariat, thus increasing 

its threat of engaging in any and all 

kinds of business apportionate to that 
of the Tennessee Valley Authority ; 


In effect, the measure was a re- 

e statement of the “production- 

for-use” platform of the Farm-Labor- 
Progressive federation ; 


3 THE proven unwillingness of the 
e WDA’s sponsors to limit the 
scope of the private corporation. 

Thomas M. Duncan, former Social- 
ist state senator and now secretary and 
financial advisor to Governor La Fol- 
lette, readily admits that the “little 
TVA” title was a misnomer. 

The production-for-use threat which 
was so appalling to coal, oil, lumber, 
and other lines of private enterprise 
has been removed by limiting the 
WDA’s activities to the utility field. 

In the latter instance none of the 
annual appropriation from the state’s 
general fund can be used for acquisi- 
tion or operation of public utility prop- 
erties, nor is the corporation empow- 
ered to condemn existing private util- 
ity properties with a view to their 
acquisition. 


|, agen by Pusiic UTILITIES 
FoRTNIGHTLY to inquire into 
the various phases of the WDA and 
its prospects, the writer interviewed 
the members of Governor La Fol- 
lette’s staff who sponsored the legisla- 
tion, attachés of the public service 
commission, and prominent utility offi- 
cials. It is worthy of note that on 
practically all important points they 
are in agreement. Personally, the 
writer is of the opinion that as a politi- 
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cal gesture the WDA is a robust sun- 
flower; as an economic venture and 
threat to the private utilities it has all 
of the aspects of a morning glory. 

Governor La Follette, in a radio ad- 
dress given at the time of signing the 
WDA bill, declared: 

Let no one believe that any responsible 
person in Wisconsin is interested in a pro- 
gram that is destructive. We all want to 
build—not destroy. No part of this power 
program is aimed at injuring the honest in- 
vestor or his savings. On the contrary, the 
rights and savings of the prudent investors 
are entitled to and will receive protection. 

Mr. Duncan, in answer to a question 
as to whether the WDA program had 
been inspired by complaints of con- 
sumers served by private utilities, 
answered in the negative. 

“This is only a part of the program 
that we (Progressives) have always 
had,” he declared. 

He declared that private and munici- 
pal utilities would be given the benefit 
of findings of public service commis- 
sion rate experts and engineers whose 
services will be commandeered by the 
private corporation to lay out a pro- 
gram of rural electrification. 


y. greys to Mr. Duncan, the Byl- 
lesby and Insull interests were 
without funds during the depression 
and upon inauguration of the Rural 
Electrification Administration, to pre- 
pare their rural territories for services 
demanded by the Federal corporation. 
It will be in such districts that the 
WDA will center its activities, thor- 
oughly surveying the field, assisting in 
the organization of codperatives, and 
eventually bringing about a meeting of 
all parties concerned with the existing 
utilities. 

Since the $60,000 annual appropria- 
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THE “LITTLE TVA” 


tion will go only toward paying the 
salaries of administrative officers and 
the expenses of general promotion 
work, it will be necessary to borrow 
the services of engineers and rate 
analysts who are on the public service 
commission’s payroll. Upon their find- 
ings will be determined whether the 
cooperatives can be served with elec- 
tricity efficiently and economically by 
the existing utilities or whether it 
would be more feasible to erect inde- 
pendent generating plants and trans- 
mission lines, financed with loans from 
government agencies. 

That the financing of such ventures 
might be fraught with difficulties was 
not denied by Mr. Duncan. However, 
he said, the WDA would be concerned 
only with suggesting ways and means 
of such financing to the codperatives. 
He is at a loss to know where loans 
can be obtained, having no assurance 
that Federal lending agencies will make 
funds available even though the WDA 
recommends them. 


pag of the means of securing loans 
as suggested by Mr. Duncan 
might readily be scoffed at by any 
lender other than the “easy money” 
agencies of the Federal government. 
These are bond issues, mortgages, or 
general tax levies. 

Bond issues, to the debt-ridden 


¢ 


farmers just emerging from a period 
of depression and drought, are easily 
associated with increased taxes. As 
such the farmers may eschew bonds 
in favor of mortgages. 

Mortgages, moratoriums. Those 
are two words as peculiarly synony- 
mous to the farmer as they are 
euphonious. Mortgages might be 
placed upon a generating plant and 
transmission lines, but if a government 
lending agency disregarded pleas of 
moratoriums and decided to foreclose, 
where could a bidder be found for the 
plant that could not operate effectively 
and profitably, even on low interest 
and long-term loans? Mortgages are 
something that the lending agencies 
may disregard as security. 

A general tax levy is a matter, how- 
ever, that both interested parties to a 
loan will understand. The farmer 
will balk at paying it; the administra- 
tion entrusted with its collection may 
hesitate to make the levy. 

The suggestions as to financing are 
made by Mr. Duncan. The dubious 
angles are presented by officials of local 
governing units in various parts of the 
state who were requested to give their 
opinions. 


Fare from the highly technical 
question as to constitutionality 
there is apparently no great divergence 


“... tt will be necessary to borrow the services of engineers 


and rate analysts who are on the public service commission’s 
payroll. Upon their findings will be determined whether the 
codperatives can be served with electricity efficiently and 
economically by the existing utilities or whether it would be 
more feasible to erect independent generating plants and 
transmission lines, financed with loans from government 


agencies.” 
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of opinion between utility officials and 
promoters of the WDA as to what the 
private corporation may legally do once 
it is declared to be valid. 

Gordon Sinykin, legal adviser to 
Governor La Follette, points to the 
supreme court decision mentioned 
earlier in this article as a precedent 
upon which to determine the constitu- 
tionality of the corporation and its 
authority to receive funds. In that de- 
cision the court held that the corpora- 
tion was a subterfuge to circumvent 
that part of the state constitution which 
prevents the state from going into 
debt ; then the opinion adds that “‘it is 
of no legal consequence.” 

In this instance the corporation is 
not an agency of the state, as is the 
Tennessee Valley Authority an agency 
of the Federal government. 

The corporation is authorized to en- 
gage in the public utility business. But, 
when engaging in such business it will 
be directly under the supervision of the 
state public service commission on all 
matters connected with the utility 
laws. Its power of eminent domain 
will not exceed that of private utilities. 
It cannot borrow money from the state 
of Wisconsin to further the pursuits 
announced in its articles of incorpora- 
tion. 


O N the question of whether or not 
the proposed activities of the 
WDA may be considered as violating 
that section of the state Constitution 
which prohibits the state from con- 
tracting as a party in carrying on 
works of internal improvement (which 
includes the utility business) the gov- 
ernor’s staff and private utility offi- 
cials are somewhat at variance. The 
divergent opinions are based primarily 
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on the definition of what can be con- 
sidered as works of internal improve- 
ment. Mr. Sinykin declares that the 
matter has never been definitely deter- 
mined. Utility officials insist that their 
business is included in the term. The 
impassé forecasts litigation. 

In 1931, during Governor Philip F. 
La Follette’s first term, the legislature 
created an agency known as the Wis- 
consin Utility Corporation. Its an- 
nounced purposes were similar to those 
of the Wisconsin Development Au- 
thority. 

But the Wisconsin Utility Corpora- 
tion was decidedly an agency of the 
state and as such it was faced with in- 
numerable constitutional and geo- 
graphical limitations. Its existence was 
uneventful; its demise without notice. 

The WDA, on the other hand, will 
travel a path unhampered by many of 
those limitations, according to Mr. 
Duncan. It will be able to operate 
without the restrictions that would be 
invoked upon a state agency. In its 
dealings in cities, towns, and villages 
the WDA is not expected to face ob- 
structions that might be encountered in 
local ordinances. It will require no 
special acts of the legislature and at- 
tendant delays to pave the way for its 
operations. In other words, there will 
be no need for special laws and ordi- 
nances because the corporation will be 
empowered to do what the state can- 
not do. 


- must be remembered, however, 
that as a private corporation the 
WDA will definitely be subject to the 
existing utility laws of Wisconsin. The 
public service commission will see to 
, that. 

Because, to all intents and purposes 
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Powers of WDA 


a4 HE corporation is authorized to engage in the public utility 

business. But, when engaging in such business it will -be 

directly under the supervision of the state public service commission 

on all matters connected with the utility laws. Its power of eminent 

domain will not exceed that of private utilities. It cannot borrow 

money from the state of Wisconsin to further the pursuits an- 
nounced in its articles of incorporation.” 





the Wisconsin Development Authority 
will be embarking upon a program that 
duplicates the efforts of the Wisconsin 
Rural Electrification Codrdination in 
its activities between codperatives and 
the REA, this writer made a 2,000- 
mile tour of western Wisconsin coun- 
ties in an endeavor to determine the 
necessity for the new organization. 
Mr. Duncan is authority for the in- 
formation that the WDA, as soon as 
it clears the legal hurdles, will absorb 
or supplant the WREC. That would 
indicate that the relief funds upon 
which the latter has been existing have 
been depleted—or that its activities 
are not in keeping with Governor La 
Follette’s ideas of rural electrification. 
The survey that was made by this 
writer included the ten counties in the 
northwestern part of the state that 
have codperatives associated with the 
Wisconsin Power Codperative. The 
latter organization was promoted by 
employees of the WREC and is on the 
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verge of erecting its own oil-burning 
generating plant and transmission lines 
on loans advanced by the REA. 


barge interviews with scores 
of officials, directors, and executive 
committee members of the Wisconsin 
Power Codperative, as well as with 
county agents and farmers who became 
members of the codperatives with the 
expressed intention of using electrical 
energy supplied by the government- 
subsidized agencies, this writer reached 
the conclusion that the WDA was 
created for the purpose of protecting 
the interests of the consumers as well 
as the municipal and private utilities. 
There is nothing in common be- 
tween what the WDA proposes to do 
and what the REA-subsidized codper- 
atives are being compelled to do. 
The WDA, according to Mr. Dun- 
can’s prospectus, would make an ex- 
haustive survey of every angle con- 
nected with the business of generating 
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and transmitting electrical energy be- 
fore conferring with private and 
municipal utilities as to the feasibility 
of establishing power districts to serve 
rural territories. 

The Wisconsin Power Cooperative, 
subsidized by REA loans, is prepared 
to engage in the utility business before 
making a survey to determine definitely 
the ultimate costs to codperatives and 
their consumer members. 

This conclusion is based on the fol- 
lowing incontrovertible facts: 


O n August 7, 1937, John A. Becker, 

director of the Wisconsin Elec- 
trification Codrdination, declared in a 
letter to a newspaper editor: 


It is impossible at this early date to cite 
definite rates of the proposed generating 
plant. REA in Washington is now making 
a detailed study of the power project. 

On August 16th, only nine days 
later, REA officials were opening bids 
in the Chippewa county courthouse for 
the erection of oil-burning generating 
equipment to serve the Wisconsin 
Power Cooperative throughout the 
rural districts of ten counties. 

At the same time that Mr. Becker 
was declaring that he could not cite 
definite rates for energy produced by 
the oil-burning generating plant, he 
was complaining in statements to 
newspapers that a private utility oper- 
ating in that district had not offered 
the codperatives “suitable” rates! 

Considering its objectives as ex- 
plained by Governor La Follette’s 
secretaries, the Wisconsin Develop- 
ment Authority would have in its pos- 
session this most important infor- 
mation before embarking upon a proj- 


ect that might ultimately lead to finan- , 


cial difficulties for codperatives and 
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their members. Likewise, a private or 
municipal plant would be expected to 
have such information in its posses- 
sion before submitting definite rate 
schedules. 


N the same letter Mr. Becker ad- 

mitted that the last rate offer made 
by the private utility to Clark county’s 
cooperative of more than 2,000 mem- 
bers was “low.’”’ He took the stand, 
however, that the low rate was not 
offered soon enough; that the offer 
was made after the codperatives had 
decided to build their own generating 
plant. Thus, he concluded in the letter 
without authority from officials of the 
Wisconsin Power Cooperative, the 
time for continuance of negotiations 
with the private utility had passed. 

That a situation like that would not 
prevail if the state public service com- 
mission’s regulatory powers were in- 
voked goes without saying. It is ob- 
vious that the WDA, operating 
within the state’s utility laws, and with 
the commission authorizing definite 
rate schedules and enforcing adher- 
ence to contracts between producer 
and consumer, would hesitate to ad- 
vise creation of this power district 
under existing conditions. 

But, because of the manner of fi- 
nancing the existing rural power proj- 
ect, neither the public service com- 
mission, the codperative officials, nor 
their members have a voice in the af- 
fair. The REA and the Wisconsin 
REC have usurped exclusive authority 
on all matters, regardless of how triv- 
ial they may be. 


| hy is possible, as was hinted by a 
member of the public service com- 
mission, that the Wisconsin legis- 
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lature may step in to revise the utility 
laws so as to give the commission 
jurisdiction and to provide adequate 
protection for the codperatives and 
their consumer-members. On_ the 
theory that government loans to rail- 
roads do not prevent their regulation 
by the commission, neither should 
Federal subsidies to codperatives place 
them outside the pale of supervision. 

In informal talks with officials of 
the Wisconsin Power Codperative it 
was ascertained that they are not in 
accord with Mr. Becker as to the 
status of negotiations with the private 
utility. Although, as mentioned here- 
tofore, they have relinquished all con- 
trol to REA, all but a few who expect 
to obtain salaried jobs if and when 
the generating plant begins operation 
expressed themselves openly to favor- 
ing the private utility providing a rate 
equivalent to that of Diesel engine pro- 
duction can be obtained. 

As if in answer to this undercurrent 
of revolt against the dictatorial 
methods of the REA, the private 
utility also submitted a bid on rates 
along with those put in on the cost of 
oil-burning generating machinery. 


| ee the private utility offered 
to serve the codperatives for at 
least $10,000 less than the lowest bid 
submitted by manufacturers of gener- 
ating machinery. At the same time 


the utility announced itself prepared 
to deliver transmission line energy at 
various points within twenty-four 
hours, whereas it would require from 
90 to 300 days to construct only the 
machinery for the codperatives’ own 
plant. In effect, the codperatives 
would have the benefit of energy at 
less than oil-burning generating ma- 
chinery could produce it while at the 
same time having it available at their 
own back yards instead of having to 
receive it from a plant located, in some 
instances, as far as 75 miles from the 
place of consumption. 

A feature of the bid was the 
private utility’s offer to charge for 
electrical energy at a rate per kilowatt 
hour equal to the weighted average 
unit production cost obtained of the 
ten most economical Diesel engine 
generating plants now owned and 
operated by municipalities in the state 
of Wisconsin, all costs to be de- 
termined by the state public service 
commission. 

Then, in a second proposal the pri- 
vate utility agreed to furnish energy 
at an average cost of not more than 
one cent net per kilowatt hour for the 
first one-year period to those codper- 
atives accepting either of two rate 
schedules. 


HEN the reading of this bid had 
been completed there were audi- 


vertise its activities with a huge plant on a widely traveled 


q “THE consensus of opinion was that the REA desires to ad- 


state highway. It was admitted that transmission lines carry- 
ing energy from a private plant to the codperatives’ substa- 
tions would offer no such opportunity. What the WDA 
would do in that respect is, of course, a matter of con- 
jecture.” 
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ble comments from the other bidders 
present to the effect : “That’s the pro- 
posal they had better accept. We 
couldn’t do it with our machinery for 
that!” 

The private utility’s bid, according 
to Mr. Becker, was to be forwarded 
to REA officials in Washington for 
consideration with the others. His 
aide-de-camp, Attorney Norris Ma- 
loney, however, reflected the adamant 
attitude of the REA in its determina- 
tion to construct and operate its own 
generating plant when he said: 

“That’s the screwiest bid that I ever 
heard, accompanied by a $15,000 cer- 
tified check. It was submitted only 
to attract attention to the private 
utility.” 

It would be expected that the WDA, 
prompted by the state public service 
commission, would act more ju- 
diciously in the interests of the ulti- 
mate consumers, regardless of the 
political aspects of the administra- 
tion’s power program. 

Several of the Wisconsin Power 
Codperative officials were not averse 
to expressing their opinions as to the 
dominating factor in the proposal to 
construct an independent plant. The 
consensus of opinion was that the 
REA desires to advertise its activities 
with a huge plant on a widely traveled 
state highway. It was admitted that 
transmission lines carrying energy 
from a private plant to the codper- 
atives’ substations would offer no such 
opportunity. What the WDA would 
do in that respect is, of course, a mat- 
ter of conjecture. 


HE cooperative officials who have 
been doing the promotion work 
at their own expense, together with 
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the manufacturers’ agents who were 
bidding on the generating machinery, 
were loud in their complaints about 
the “loose, uncertain, and unbusiness- 
like” manner with which the entire 
project has been handled. 

Itinerant Federal engineers have 
made numerous promises as to rate 
schedules (before the detailed survey 
was under way) and all of these have 
been repudiated by those who stand 
to gain through the sale of their 
generating machinery. 

The prospective customers among 
the farmers were induced to join the 
codperatives on the strength of decla- 
rations by promoters that the $1 and 
$2 membership fees would suffice to 
bring electrical energy to their homes. 
Now, still feeling the effects of the 
depression and one of the worst 
droughts in the history of the state, 
forced to obtain Federal loans for 
seeds—they are not inclined to spend 
the $75 to $200 that is required to 
wire their places in a manner de- 
manded by the REA to “electrify” the 
countryside. It was reported to this 
writer that the REA would withhold 
current from all codperatives until at 
least 60 per cent of their members are 
equipped for reception. 


aS of this latent feeling the 
Wisconsin REC office is mak- 
ing vigorous efforts, through cooper- 
ative officials and private contractors, 
to induce the prospective customers to 
“be ready for the juice.” How effec- 
tive their pleadings will be depends 
upon the codperation of the codper- 
ative officials. One of these declared 
to the writer that he is congratulating 


himself upon the fact that he had 


“made no rash promises to anyone— 
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and no promises at all to my neigh- 
bors.” 

A county agent, ever thoughtful of 
his rural friends, complained: 

These Washington people came in here 
and painted a very pretty picture for the 
farmers without telling them what they 
would eventually have to pay for wiring, 
appliances, and current. Now they also 
find themselves faced with the prospect of 
paying $2 a month each for amortization 
and interest on the government loan over a 
period of twenty years. It isn’t right and 
it isn’t fair! 

Strangely enough, the identical 
sentiments were expressed by a mem- 
ber of the state public service com- 
mission. Perhaps that is the reason 
for the commission’s desire to take a 
hand under the auspices of the Wis- 
consin Development Authority. 

As a matter of fact the public serv- 
ice commission has given evidence of 
its inability to restrain itself. 


Ox August 18th the commission 
issued a blast to the newspapers 
which in effect defends private utilities 


against propaganda distributed by 
REA promoters relative to costs of 
rural line extensions. 

The commission submitted data to 
prove that the REA is wrong in claim- 
ing that private utilities are charging 
exorbitantly for rural lines. 

On the basis of three customers to 
a mile the Wisconsin utility average 
cost was $905 in 1936, as compared 
to $940 for REA projects throughout 
the nation, according to the commis- 
sion. 

Disputing REA figures to the effect 
that private utilities have been back- 
ward in extending lines into rural 
territory since the Federal govern- 
ment inaugurated the policy of financ- 
ing cooperatives, the commission 
pointed out that Wisconsin electric 
utilities last year built 2,100 miles of 
rural lines. During the first six 
months of this year private and munic- 
ipal utilities have electrified more 
farms in this state than during all of 
last year. 








So! The Tories Have Been Tampering with the REA 


¢ ‘T HE public-minded work for years to get a law through for the 

common folks. Then the reactionaries are put in control and 
they proceed to wreck its administration. The Rural Electrification Ad- 
ministration is another illustration of a now common ex perience. 
There’s only one solution. Give them the white light of publicity and 
force public opinion to drive them out of office. Men who accept the 
private utility view have no right to hold office and by their daily deeds 
kill codperative laws, as in this instance.” 


—ZAN BARTEL, 


Virginia farmer, writing to The Nation. 
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Prosperitypbyg Tax Reform 


The need for overhauling of the existing system is 
apparent but, in the opinion of the author, only by 


concerted action of all business and 


industrial 


groups does there appear to be any hope for tangi- 
ble results 


By ALLAN G. MITCHELL 


MONG the many problems now 
A confronting the utility indus- 
try, the question of taxes and 
what can be done about them is one of 
the most important. With 15 per cent 
of gross revenues now going to the 
tax collector, with a 50 per cent jump 
in the tax burden in recent years, and 
with no end yet in sight, the utilities 
are only too familiar with the tax load 
which threatens them. 

The same threat confronts all busi- 
ness and industry in greater or less de- 
gree now that the policy of “soaking 
business” has become an established 
political custom. However, there is no 
industry in which the consequences 
may be so acute as in the utility indus- 
try, for the utilities are caught between 
the jaws of rigidly regulated and 
rapidly falling rates on the one side and 
rapidly mounting taxes on the other 
side (in addition to a general rise in 
labor and material costs). The utili- 
ties therefore have a peculiarly impor- 
tant stake in the sound solution of the 
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rising tax costs which the country 
must inevitably face in the near future. 
The problem is so immense, how- 
ever, that no one company or no one 
industry can accomplish much by its 
own isolated efforts. Only by con- 
certed action of all business and in- 
dustrial groups does there appear to be 
any hope for tangible results. For in 
spite of the fact that many companies 
have been doing a good job in direct- 
ing public attention to the rising costs 
of government, the mass of people 
seem to remain unimpressed. And the 
widespread recovery since the lows of 
1932 coupled with optimistic assur- 
ances from political sources all tend to 
strengthen this complacency. 


N EVERTHELESS, there are three fac- 
tors which threaten the pros- 
perity already achieved; factors of 
paramount importance to its continu- 
ation and to the development of the 


broader and more lasting prosperity 


which is the common goal : 
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sr it is imperative that the fears 
and dangers of uncontrolled infla- 
tion be removed from the picture as 
quickly as possible. Unless present in- 
flationary trends are curbed by reduc- 
ing government expenditures, by in- 
creasing taxes, or both, to the point 
where the Federal budget is completely 
balanced, our apparent progress will 
be about as secure as the proverbial 
house of cards. 


. government spending must 
be controlled. For all practical 
purposes it is now uncontrolled. Mil- 
lions of voters have endorsed large 
government spending. Proposals to 
cut WPA and PWA appropriations 
are met with howls of protest from all 
over the country. Proposed “econ- 
omy” measures are bandied back and 
forth with disappointingly small re- 
sults. Congress and state legislatures 
are constantly under pressure to ex- 
pand the governmental machinery. 
Where then is there to be any real con- 
trol of government spending? 


E Mes unemployment—the chief 
excuse for huge deficits—must be 
reduced to the point where it is no 
longer a practical problem. In spite of 
marked recovery, relief is still a major 
“industry” and bids fair to continue 


so for some time to come. While 
there is no sure-fire cure for unemploy- 
ment, the greatest hope obviously lies 
in the direction of further expansion in 
business, industry, and agriculture; 
the key therefore lies in finding the 
most effective way to stimulate this 
expansion. 


is difficult to find any encouraging 
factors on the immediate horizon. 
Inflationists are busy propounding new 
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inflationary measures for the next ses- 
sion of Congress; the 1937 session of 
Congress established new highs for 
“ordinary” government expenditures, 
and relief continues to take a big bite; 
there is little to indicate that business 
and industry can look for stimulation 
and encouragement from _ political 
quarters. Accordingly it appears that 
something more drastic than publicity 
measures will be required to bring the 
necessary cure for these three impor- 
tant problems. The suggestion may 
sound fantastic, but the solution might 
well be found in a reform of the tax 
system—Federal, state, and local—a 
reform designed to make voters more 
tax conscious and designed to stimu- 
late further economic expansion along 
sound and durable lines. 

More specifically, what are the un- 
derlying factors which point to the 
need for such a reform, and what are 
the directions which the reform should 
take? 


ey of the striking features of re- 
cent years—and especially dis- 
tressing to the fully tax-conscious 
business man—is the public apathy 
towards heavy government spending ; 
the complete indifference to the dan- 
gers of rising taxes; and the wide- 
spread conviction that the whole prob- 
lem of balancing the budget is for 
somebody else to worry about. 

The reason for this apathy is plain 
enough. 

In the last four years, Uncle Sam 
has spent nearly 32 billion dollars, of 
which only 4 billions have been raised 
by means of direct taxes on individuals. 
The rest has come from hidden and 
indirect taxes or from government 
borrowing, and the man-in-the-street 
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has been given little tangible evidence 
that he must chip in his share. The fig- 
ures outlined below tell the story. 

Direct taxes on individuals—the 
kind the taxpayer feels—have pro- 
duced only 13 per cent of the total 
amount spent. Moreover these taxes 
have been collected from fewer than 
2,000,000 taxpayers, or from less than 
one family in ten. Some 90 per cent of 
the population have paid no direct, 
visible tax to Uncle Sam; and too few 
of them are aware that they do pay any 
Federal taxes. Popular support for 
government spending rests largely on 
the complacent assumption that some- 
body else is paying the freight. 


HERE is little hope of securing 

any real reduction in the cost of 
government so long as the tax picture 
looks like this. Political leaders may 
shave a little here and there as Con- 
gress and the President have been striv- 
ing to do this year; but the taste for 
government largess has become well 
established and mass opinion will prob- 
ably favor keeping it up. Only when 
spending proposals stand out as a di- 
rect charge against the family pocket- 
book will there be any sure check on 
the steadily rising cost of government. 
The state and local tax picture is 
likewise becoming serious. With ris- 


e 


ing costs of state governments, new 
sources of hidden and painless taxa- 
tion are constantly being sought, 
These pile the burden higher and 
higher on business (as the utilities can 
readily testify) and do not give voters 
any clear picture of what their de- 
mands are leading to. Consequently 
many state governments will peg their 
budgets at new high levels, and the 
majority of voters will feel no personal 
concern about it. 

With respect to local taxes, the in- 
creasing mobility of the population 
raises similar tax problems which 
sooner or later must be met. Some 50 
per cent of the town and city houses in 
this country are occupied by people 
who rent their homes, people who have 
no direct contact with real estate taxes 
which constitute the backlog of local 
taxes. Accordingly, there is a very 
large group of voters who feel little 
personal responsibility for the local 


tax picture. 
ee if “traileritis” should 
sweep the public fancy (and 
Roger Babson’s now famous predic- 
tion—that half the population will be 
living in trailers within twenty years 
—gives food for thought), the floating 
and relatively tax-free population will 
vastly increase; many properties now 


TAXATION AND GOVERNMENT BORROWING 
Direct tax on individuals (personal 
income, estate, and gift taxes) 
Indirect and hidden taxes (manufacturers, 
merchants, nuisance taxes, etc.) 
Customs receipts and miscellaneous 


revenues (Panama canal tolls, etc.) .... 
é. iy be added to 
1 


Government borrowin 
tomorrow’s tax 


Total 4-year expenditures 
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$4,100,000,000 
10,500,000,000 
2,200,000,000 
15,000,000,000 
$31,800,000,000 
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taxable will very likely be abandoned ; 
the real estate tax base will tend to be- 
come smaller and smaller; thus ac- 
centuating the already difficult prob- 
lems of meeting the local tax load. 
From the utility point of view this 
eventuality might prove particularly 
embarrassing since any decrease in tax- 
able home properties might invite fur- 
ther tax raids on the utility properties. 

Thus from whatever angle the tax 
picture is viewed the story is much the 
same. Great masses of voters are defi- 
nitely without a feeling of personal tax 
responsibility. The centralization of 
government in Washington, the grow- 
ing complexities of our industrial civili- 
zation, and the increasing mobility 
of the population all serve to lessen the 
personal relationship between the indi- 
vidual and his government. On top of 
this, it seems that present tax methods 
are designed, in effect, to give the 
voters a false sense of security con- 
cerning their tax responsibilities. 

The sityation clearly demands that 
voters should become more tax con- 
scious. It is most essential that taxes 
be brought out in the open. It is high 
time that John Q. Taxpayer received 
an understandable tax bill that will en- 
able him to determine to what extent 
the steadily rising costs of government 
fit in with his own willingness and 
capacity to pay for these costs. 


. I N spite of the fact that business and 


industrial expansion offer the 
greatest promise for solving unem- 
ployment, the present system of taxa- 
tion effectively puts a brake on just the 
kind of expansion that is needed. This 
statement applies not only to the Fed- 
eral undistributed surplus tax, now the 
subject of special concern, but applies 
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equally well to a host of other levies 
which clutter up the tax structure. 

The business world is partly to 
blame for this. Business does not have 
a united front or a consistent policy 
with respect to taxation. The philoso- 
phy of “tariff for protection” has been 
carried over to the field of internal 
taxation, particularly with respect to 
state and local taxes. Consequently the 
tax system is shot through with artifi- 
cial barriers and inequitable tax levies, 
all of which do their part in holding 
back the advance of a broader pros- 
perity. 

Here are a few examples: 


] THE Pennsylvania legislature re- 
e cently considered a tax of 2 cents 
per gallon on fuel oil, a tax which, if 
enacted, would have increased the cur- 
rent cost of oil by 33 per cent. This 
tax proposal was not primarily for 
revenue but represented a climax in the 
battle between coal and oil, the pur- 
pose being to favor coal by placing a 
heavy internal “tariff’’ on the oil. The 
wisdom of such a tax may well be 
questioned. Would it improve pros- 
perity? Would it provide more jobs? 
Would it raise the standards of living ? 
It is possible that coal would gain a 
temporary respite in its competition 
with oil; but holding oil at an artifi- 
cially high price would tend to check 
expansion in the oil burner and oil in- 
dustries, closing possible avenues for 
increased employment and an increased 
abundance of goods. Moreover this 
measure would not reduce the price of 
coal, yet such reductions are a vital 
factor in a sound rehabilitation of the 
coal industry. 

The deplorable state of the coal in- 
dustry (which prompts the proposed 
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Painless Taxes 


“a rising costs of state governments, new sources of hid- 

den and painless taxation are constantly being sought. 

These pile the burden higher and higher on business (as the utilities 

can readily testify) and do not give voters any clear picture of what 

their demands are leading to. Consequently many state governments 

will peg their budgets at new high levels, and the majority of voters 
will feel no personal concern about it.” 





oil tax) is now partly blamed on short- 
sighted tax policies. A joint legislative 
commission appointed by the New 
Dealish Pennsylvania legislature re- 
cently reported that high local taxes are 
a steadily increasing burden on the 
anthracite industry in Pennsylvania. 
The commission further asserted : 
Such taxes increase the year-by-year 
cost of mining anthracite to the point where 
taxes amount to more than the actual value 
of the coal per ton. Decrease in anthracite 
sales is partly due to a loss of markets 
caused by competition from cheaper fuels 
and the inability of the anthracite com- 
anies to market their coal at a lower price 
ue to the fixed charges, rail rates, labor, 
and taxes. 

Thus the coal industry has already 
been hampered in its efforts to meet 
new economic conditions by the ever 
mounting tax burden. It is now pro- 
posed to saddle a similar burden on oil 
to equalize the situation. A far better 
solution would be to reduce sharply the 
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tax burden on both industries, giving 
both coal and oil a greater financial 
freedom to lower their prices, expand 
their markets, and thus increase the 
flow of goods and services. 


2 THERE have recently appeared a 
e number of magazine advertise- 
ments directing public attention to 
heavy taxes on margarine, which Con- 
gress and state legislatures are being 
urged to pass. The purpose of these 
taxes: to establish an internal “tariff” 
on margarine in the hope of curtailing 
its sales and thereby giving butter a 
wider market. The result: a tax that 
would deprive millions of poorer 
homes of a wholesome food, without 
providing the means of buying the 
higher cost butter. It is difficult to see 
how such taxes can fit into the low- 
price, mass-consumption scheme on 
which our prosperity is based. 
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HicHuH taxes, state and local, have 

e caused 24 manufacturing plants 
employing 6,720 workers and having 
$9,828,000 of annual payrolls to move 
out of one city in the last two years, 
according to reports of a legislative in- 
vestigating commission, some of the 
plants having moved to various other 
states while others have gone out of 
business. 

Again the question: “Do such tax 
policies bring prosperity ?”’ Temporar- 
ily these shifts may benefit the com- 
munities to which the plants moved 
(for those plants that did move and not 
simply pass out of the picture) but the 
necessity for writing off the plant in- 
vestment that was left behind, and the 
social and economic disruption fol- 
lowing the disappearance of jobs for 
the many thousands of workers, are 
a definite toll on the expansion of 
prosperity—an important part of 
which must be charged directly to un- 
wise tax policies. 


8 iene are but a few illustrations 
of tax policies which increase the 
hazards of business. The tax picture 
is full of them. And of course a great 
deal more could be said about the total 
tax burden on all business and indus- 
try—an item already so large that it 
slows down the “high-wage, low-price, 
mass-consumption” process so essential 
to a broader national prosperity; an 
item that has jumped ahead by leaps 
and bounds; an item that threatens to 
become increasingly destructive if 
present tax methods are extended. 

Briefly then, there are two direc- 
tions in which all business and all in- 
dustry might join forces in order to 
bring about sounder economic condi- 
tions : 
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BR business and industry might 
well consider the wisdom of devel- 
oping a consistent tax policy within 
their own ranks, giving particular at- 
tention to the elimination of tax meas- 
ures which set up “artificial tariff bar- 
riers” between groups. Such tax meas- 
ures do not help to check governmental 
spending, but simply toss the tax bur- 
den back and forth between the dif- 
ferent business groups. Unless busi- 
ness does develop a definite policy 
against this type of tax, there is con- 
siderable likelihood that it will con- 
tinue to increase, the net result being 
that all business activities will be in- 
creasingly hampered by taxes. 


gpg business groups might well 
unite in urging a reform of the 
present tax system—a reform which 
has for its purpose the lifting of the 
burden now saddled on the productive 
and business structure of the country, 
and the shifting of this burden so that 
it is levied directly against the national 
income, from which all taxes must 
ultimately be collected no matter what 
devices are used to disguise the fact. 


a meet the difficulties inherent in 
the present tax structure, it is sug- 
gested that the personal income tax 
should be made the primary source of 
governmental revenues; that the in- 
come tax base should be broadened to 
include all incomes, small as well as 
large; that loopholes in the present in- 
come tax should be closed, to develop 
greater public confidence in this form 
of tax as an equitable basis for taxa- 
tion; and that the bulk of other taxes 
should be abolished at the same time 
that the income tax is extended. 

Such a tax reform would immedi- 
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ately make voters tax conscious as 
they had never been before; it would 
provide a powerful brake on govern- 
ment spending and thus curb inflation- 
ary trends as well; it would relieve 
business and industry of the impend- 
ing tax threat now hanging over their 
heads, thereby serving as a powerful 
stimulus to further expansion, the de- 
velopment of new industries, and the 
creation of more jobs. 

Thus it is not the purpose of this 
suggestion to inflict any greater hard- 
ships on the poor man, nor to make the 
tax burden any more difficult to bear. 
On the contrary, the aim is to lessen the 
tax burden on all taxpayers, by insti- 
tuting an effective control against gov- 
ernmental waste, and by boosting the 
national prosperity so that proper costs 
of government will be easier to meet. 


wo conditions are fundamental 
for success: 

One is that hidden and indirect taxes 
must be eliminated hand in hand with 
the extension of the income tax. These 
are the reasons: (1) this is the only 
basis on which the new tax would ap- 
pear to have a chance of gaining pub- 
lic acceptance; (2) it is essential in 
order to prevent a further increase in 
the total tax burden (for an income 
tax that simply added to the present 
sources of taxation would do nobody 
a favor); (3) it is the only basis on 


q 
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which to realize the economic benefits 
of the suggested tax reform, because 
the stimulus to greater economic activ- 
ity would come largely through re- 
moval of the present tax threat to busi- 
ness and industry and unless these 
taxes are removed the threat would 
still remain. 

The other condition is that the new 
tax should be a universal income tax, 
requiring everybody to pay some direct 
tax no matter how small. For ex- 
ample, John Brown with only $500 an- 
nual income would pay a tax, perhaps 
as little as $10 a year or 2 per cent for 
such low income brackets; but that 
tax, however small, would vividly 
bring home to John Brown that he has 
a personal responsibility for govern- 
ment. And that is important. For if 
there is to be any effective control of 
government costs, everybody must 
share consciously in paying for gov- 
ernment just as everybody shares in 
receiving its benefits. As hidden and 
indirect taxes drop out of the picture 
this income tax would become the tax- 
payer’s total tax bill for government 
services. And all taxpayers small and 
large alike would tend to be better off 
than they now are, thanks to a public 
opinion that would be more discrimi- 
nating in its demands on government. 


HIS is the broad outline of the 
kind of tax reform which this 


“In spite of the fact that business and industrial expansion 
offer the greatest promise for solving unemployment, the 
present system of taxation effectively puts a brake on just 
the kind of expansion that is needed. This statement applies 
not only to the Federal, undistributed surplus tax, now the 
subject of special concern, but applies equally well to a host 
of other levies which clutter up the tax structure.” 
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PROSPERITY BY TAX REFORM 


country appears to need. Ideally speak- 
ing, this principle of taxation might 
well be applied along the entire tax 
front—to Federal, state, and local tax 
systems alike—thereby securing the 
full benefits of a productive economy 
that is completely unrestrained by 
taxes, plus the additional benefits of 
fully controlled spending in all politi- 
cal fields. Practically speaking, so 
marked a change can come only gradu- 
ally, if at all. 

Undoubtedly the Federal tax system 
should come first, the reform being ac- 
complished by broadening the present 
income tax to include everybody, at the 
same time eliminating a host of other 
Federal taxes. Presumably, customs 
receipts and miscellaneous revenues 
(Panama canal tolls, etc.) would re- 
main undisturbed; so too might cer- 
tain liquor taxes which have powerful 
public opinion support as a means of 
regulating liquor traffic. But by and 
large all other Federal taxes on busi- 
ness and industry would be removed. 
Following this, similar steps might be 
taken to remodel state and local taxes, 
the extent to which the income tax is 
utilized to displace other taxes being 
varied to meet local conditions. How- 
ever, the accomplishment of such a 
change in Federal taxes alone would 
have a broad salutary effect, and the 
general awakening of voter interest 
would be likely to carry over to state 
and local fields even before a complete 
reform were consummated. 


N°? attempt is made in this brief 
space to draw complete blue- 


prints, nor to cover fully the questions 
relating to tax administration, tax 
rates, and the effect of such a tax pro- 
gram on the governmental revenues. 
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However, the following observations 
appear to be pertinent: The suggested 
tax system would offer the possibility 
of a material simplification in tax ad- 
ministration, since the new tax would 
involve simply an extension of the 
established procedure for Federal in- 
come taxes while other tax problems 
would largely disappear. With respect 
to tax rates : if the rates were held rela- 
tively stable from year to year, the in- 
dividual’s tax bill would rise and fall 
in line with his income, thereby light- 
ening the tax burden at the critical 
time and serving to stimulate depres- 
sion recoveries, whereas present tax 
methods generally increase the burden 
when the taxpayers’ resources are at 
their lowest. 

Government revenues would fluctu- 
ate as a matter of course with this kind 
of tax as the mainstay, necessitating 
considerable borrowing in times of de- 
pression. However, we already have 
such fluctuations and we already have 
such borrowing, and at the same time 
many additional taxes are piled on dur- 
ing depression; the net result is that 
opportunities for heavy spending are 
greatly augmented. The dangers in 
this present picture appear to be due 
mainly to excessive borrowing ceupled 
with uncontrolled spending. With hid- 
den taxes out of the picture, there 
would be no way to cover up excessive 
spending ; deficits would zoom upward 
as soon as expenses got out of hand; 
the public would be conscious of what 
this means in terms of personal tax 
bills; and there would be a powerful 
public-opinion check on the spending. 
Thus in spite of the fluctuating reve- 
nues, the suggested tax promises bet- 
ter control of the costs of government 
and would thereby seem to provide a 
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better overall protection of govern- 
ment credit than we now have. 


UMMING up, it appears that present 
tax methods are notably deficient 
in two directions: 


On the one hand, present taxes are so 
hopelessly complex and so definitely pegged 
to hidden and painless forms of taxation 
that there is little real hope of driving the 
tax picture home in the minds of the mil- 
lions of voters who favor large govern- 
ment spending. 

On the other hand, these same hidden 
taxes are already a substantial burden on 
business and industry. Coupled with the 
definite threat of much higher taxes to 
come, they constitute a real brake on the 
wealth-producing machinery of the coun- 
try. 

Thus while government spending 
may have for its purpose the building 
up of the national welfare, it is a para- 
dox of present spending plus present 
taxing policies that they tend to defeat 
this purpose, thereby delaying the time 
when a broader prosperity can be estab- 
lished on a sound self-supporting basis. 

The importance of correcting this 
situation is obvious. Although indi- 
vidual political leaders have recognized 
the dangers, the fundamental changes 
required are loaded with political dyna- 
mite; politicians as a class are there- 
fore not likely to make much headway 
on their own initiative. Likewise there 
is little hope that voters will rise up en 
masse, thanks to the very deficiencies 


in the tax system which it is now neces- 
sary to cure. 


| ge perma for effective action 
therefore devolves on the busi- 
ness groups of the country. They are 
the natural leaders for the tax reform 
that is needed, for they above all others 
have had the most intimate experience 
on the paying end of the tax problem, 
and they are most fully aware of what 
it means to the national economy. And 
since the utilities have an especially 
vital concern in the curbing of infla- 
tion, in the control of taxes, and in the 
broadening of the prosperity base, this 
industry might appropriately take an 
active part in such a tax reform move- 
ment. 

From reports coming out of Wash- 
ington, it appears that the Federal tax 
system is due for an overhauling, and 
that Treasury and congressional ex- 
perts are now seeking ways of increas- 
ing the tax yield and of making the 
tax levies “more equitable.” This may 
be the signal that the time has come for 
major revisions of the kind suggested 
here. To provide some assurance that 
this is the case, business and industrial 
groups might well seize this opportun- 
ity to sponsor a tax reform which will 
strike at the fundamental weaknesses 
in the present tax structure. 





The Constitution 


a4 HE Constitution is enough, it is broad enough, full 

enough, efficient enough; and if we can bring ourselves 
to act with moderation and temperance and candor and magna- 
nimity ... upon the questions before us, in the spirit of the Con- 
stitution, we shall be able to rescue the country from its present 


perils.” 


—DANIEL WEBSTER, 


In the United States Senate, April 4, 1850. 
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The Proposed Regional Plan 
Of Federal Authorities 


No. 2. 


The Intricate Federal Machine 


In the previous article on this subject the author analyzed and discussed 

the distinction between the Norris and the Mansfield bills. In the present 

article he points out the complicated nature of the official set-up and the 

practical obstacles to accomplishment of the aims of the revolutionary 
regional authority proposal. 


By G. W. LINEWEAVER 


articles, dealing with proposed 

reorganization of the Federal 
agencies concerned with power and re- 
lated problems, history reveals that no 
President or other leader in national 
affairs has been able to make substan- 
tial progress toward changing the 
manner in which the vast Federal ma- 
chine operates. The ambitious and 
admittedly logical procedure toward 
paving the way for reorganization 
undertaken by President Roosevelt in 
one direction and Senator Byrd, Vir- 
ginia, in another, has had rough sled- 
ding. 

It is probable that if Mr. Roosevelt 
had not become embroiled in the Su- 
preme Court battle, his reorganization 
plan as a whole would have made more 
effective progress. Yet, there was 


\ this writer suggested in previous 
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powerful opposition to any substan- 
tial change, either by congressional 
edict or with discretionary power 
vested in the executive to shuffle the 
maze of agencies and readjust their 
duties to make the Federal set-up 
more effective. 

The main theme of the opposition 
was that Mr. Roosevelt was seeking 
to arrogate to the executive powers 
that the Constitution imposes on Con- 
gress. The idea was often sugar- 
coated with the pronouncement that 
so far as the present occupant of the 
White House was concerned, the 
faithful had little to fear. But what 
would happen if a standpatter or a 
radical Chief Executive should come 
into the White House? The story 
bore all of the earmarks of its pred- 
ecessors when the Democrats led 
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opposition to reorganization proposed 
by President Hoover. 


6 Bee Norris and Mansfield regional 
authority bills place in the hands 
of a President far wider authority to 
transfer duties and functions of exist- 
ing agencies than even the modified 
reorganization bill undertakes to con- 
fer. As a result it may be interesting 
to note what “could” be done in this 
direction under each or both of the re- 
gional proposals. Bearing in mind 
that it is not proposed to repeal present 
statutes, conferring responsibility and 
authority on executive departments, 
in many instances, the new “TVA’s” 
would be superimposed on the exist- 
ing Federal structure. Specifically the 
approval of an appropriate regional 
agency of many proposals by public 
and nonpublic agencies is required in 
addition to the OK now required by a 
Federal agency. 

Several cabinet officers, as heads of 
departments with far-reaching oper- 
ations, would find their actions sub- 
ject to veto by a regional authority. 
Particularly with respect to legal pro- 
ceedings, the Department of Justice 
would be eliminated as the chief legal 
representative of the United States 
unless a regional authority deemed it 
advisable to solicit the aid of the 
Attorney General. More than half a 
hundred departments, bureaus, and 
independent Federal agencies would 
be affected, directly or indirectly. 

Next to the “power trust,” the 
Army Engineers of the War Depart- 
ment have been anathema to Senator 
Norris in his view of the Federal 
power situation. The Engineers are 
not a policy-making outfit and simply 
carry out the orders of Congress or 


the administration in control, passed 
down through the Secretary of War. 
Since the advent of the New Deal, 
there has been no ground for sug- 
gestion that the corps did not have the 
confidence of President Roosevelt in 
power surveys and construction affect- 
ing their jurisdiction. It is true, they 
were moved out of the Tennessee valley 
except for navigation operations but 
when it came to construction of multi- 
purpose projects like Bonneville, Fort 
Peck, and Passamaquoddy, they were 
given the jobs. 


| ie the Norris plan, the Army 
Engineers, also the Secretary of 
War, would be subject to curbs in 
planning affecting rivers and harbors, 
navigation, and flood control, except in 
the Mississippi river where they would 
continue to operate through an estab- 
lished commission. In the more than 
a century that the Corps of Engineers 
has been in existence, two thousand, 
five hundred, and ninety-seven millions 
of dollars (more than two and a half 
billion dollars) has been expended 
under its direction, and on June 30, 
1936, it had a quarter of a billion dol- 
lars available for the fiscal year 1937. 

So far as plans for further navi- 
gation and flood control projects, with 
or without power facilities, are con- 
cerned, the difficulties of the Corps of 
Engineers have revolved around au- 
thorizations and adequate appropria- 
tios to speed up work. Regional au- 
thorities, representing an elaboration of 
TVA, might be able to cut red tape and 
secure larger appropriations, but it is 
doubtful if any organization could do 
more efficient work in its major field 


, than the Army Engineers. 


Since national defense consider- 
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ations enter into the regional scheme, tion. It is now building Grand Coulee, 
the field of the War Department the largest single undertaking ever en- 
would be moved in on in other re- trusted to a Federal or any other 
spects. agency, and the big Central valley 
The expanding Department of the project in California. 
Interior, even though it has had diffi- The Bureau admittedly did a good 
culty in getting its name changed to job at Boulder dam and its engineers 
Department of Conservation, would drew the plans for Norris dam of the 
be made as vulnerable to inroads as TVA system. Its expenditures have 
the War Department, especially so far approximated half a billion dollars 
as the Western area is concerned. In- and the present program, approved by 
terior has been able to strengthen its Congress, will require $600,000,000 
position in the Federal power field additional to complete. At the present 
and for that reason any attempt to dis- rate of appropriations, ten to fifteen 
lodge it may be difficult. years will be occupied in finishing the 
thirty new projects under way. So 
tips Bureau of Reclamation had a__far as plans are concerned, the recla- 
more or less hand-to-mouth mation engineers have made or have 
existence for thirty years, until the ad- under way surveys that will call ap- 
vent of the New Deal, but has now  propriations of another billion dollars, 
blossomed out as a major planning, perhaps more. 
construction, and operating agency Like the Army Engineers, this out- 
for irrigation and power projects. Its fit has not been wanting in plans. The 
activities in fifteen states would be a_ progress of its water and land utili- 
choice prize for apportionment among zation activities has been gauged wholly 
the four regional authorities proposed _ by the rapidity with which funds have 
for the arid West. It is concerned been provided. 
wholly with water use for irrigation Then there is the Geological Sur- 
and hydroelectric power. It has re- vey, another Interior bureau, which 
claimed more than 2,000,000 acres of _ has built up records over a long period 
land in fifteen states, supplies water of years that have been invaluable to 
to 1,500,000 acres of non-Federal the government and the public. The 
land, and operates twenty-five power National Park Service, given a fresh 
projects, the largest of which is Boul- lease on life under the New Deal, 
der dam, a creature of its construc- deals with recreational facilities and 


q “So far as Federal power projects or operations are con- 


cerned with the regional authorities, it would seem their tm- 
portance has been somewhat overstressed. In the three re- 
gions east of the Mississippi, government power operations 
exist or are planned in only one—TVA, while the possibili- 
ties of a development of the St. Lawrence are rather remote 
due to the attitude of Canada toward a treaty.” 
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has a firm foothold in almost every 
state. 


HE Bureau of Mines is another 

Interior agency that has to do 
with national resources, while the 
Bureau of Indian Affairs covers a 
wide field far beyond the direct interest 
of the Red Man especially where 
water uses are concerned. 

The traditional clash of the Depart- 
ment of Interior and the Department 
of Agriculture over the Forest Serv- 
ice would be easily settled under the 
regional authorities. Agriculture has 
insisted it should retain forestry ac- 
tivities because of its relation to land 
use, while the Interior view has been 
that the work of the service is purely 
conservation. 

TVA settled the matter so far as its 
jurisdiction is concerned by taking 
over any new forestry work in its 
jurisdiction and that would be a tip 
for procedure by any of the other pro- 
posed agencies. It would end the In- 
terior-Agriculture contest at least. 

The Department of Agriculture has 
been on record against the proposed 
regional authorities on the ground 
such agencies would infringe upon his 
responsibilities with respect to land 
uses, soil conservation, control of ero- 
sion, forestry, wild-life conservation, 
etc. It does not object to having plan- 
ning agencies but when it comes to 
execution of any plans, even remotely 
affecting agriculture, its challenge is 
unmistakable. 

The War Department, Agriculture, 
and Interior, each with their several 
bureaus, would bear the brunt of 
disintegration were the regional activi- 
ties carried to the points possible 
within the executive discretion sought. 
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Others would be affected to a more or 
less degree. The Bureau of Fisheries, 
Department of Commerce, for in- 
stance, has its place in the sun in pro- 
tection of water life directly and in 
cooperation with state conserva- 
tionists. 


HE Public Health Service, Treas- 

ury Department, is concerned 
with the effects of stream pollution 
over which the regional authorities 
would assume control. 

Under the Federal Power Act of 
1935, the Federal Power Commission 
was directed to set up regional areas 
or districts as a basis for integration 
of power systems, both public and 
private, to insure an adequate supply 
of electric energy for all sections. 
The framers of the regional bills ap- 
pear to have overlooked the fact that 
regional boundaries, based on drain- 
age basins, do not coincide with logi- 
cal lines involving transmission and 
distribution of energy. 

The Federal Power Commission 
has further statutory mandates affect- 
ing power sites under the former Fed- 
eral Water Power Act of 1920, par- 
ticularly affecting private develop- 
ment. Originally, it was set up as the 
government agency to direct utiliza- 
tion of undeveloped water power, 
whether by public or private agencies, 
but it has been somewhat limited in its 
jurisdiction so far as the major Fed- 
eral projects started in recent years 
have been concerned. 

TVA, for example, must approve 
any applications for power licenses in 
its territory and similar authority 
would be extended to the new regional 
agencies under the Mansfield and Nor- 
ris bills. The Act of 1920 carried the 
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Obstacles to Regional Authorities 


“_.. critics often overlook the fact that Federal agencies, in addition 

to being victims of tradition and pressure, are subject to all sorts of 

congressional mandates that cannot be swept away by waving a 

magic wand. Even the Chief Executive, with all the emergency 

power concentrated in the President in recent years, labors under 
legislative restrictions.” 





provision that any power development 
licensed by the commission should be 
adapted to the best scheme for the use 
of the water resources of the region in 
which it was located and that pre- 
sumably is the underlying thought of 
the regional authorities. 


I" the humid regions of the country, 
where conservation of water is 
not a vital problem except with re- 
spect to urban domestic supplies, there 
is no conflict between power and other 
water uses. In the arid West, how- 
ever, state Constitutions give first con- 
sideration to water for domestic and 
agricultural purposes. Water power 
is popular as a means of reducing the 
cost of irrigation and providing for 
heavy domestic requirements as in 
southern California. Therein are the 
makings of a conflict of interest that 
will have an important bearing on ex- 
tensive power development in the arid 
sections of the country. Water over 
turbines in nonirrigation seasons does 
not spell conservation for use when 
needed to aid in crop production. 
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Taking the United States as a 
whole, the varied and diversified prob- 
lems may require planning based on 
the peculiarities of particular areas. 
In the execution of plans found 
feasible, the question of adequate 
funds and the ability of the Federal 
Treasury to stand the load are the 
gravest considerations. 

Many observers have taken advan- 
tage of the slightest opportunities to 
criticize existing methods and agen- 
cies, often with justification; and 
there is always a penchant to try some- 
thing new. Yet, critics often overlook 
the fact that Federal agencies, in addi- 
tion to being victims of tradition and 
pressure, are subject to all sorts of 
congressional mandates that cannot be 
swept away by waving a magic wand. 
Even the Chief Executive, with all the 
emergency power concentrated in the 
President in recent years, labors under 
legislative restrictions. 


Bre tee the immensity of the 
Federal set-up as it has grown 
like Topsy in the 150 years since the 
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foundation of the Republic, it is mar- 
velous that things have been done as 
well as they have. There is plenty of 
room for improvement, for codrdi- 
nation, for integration of Federal 
activities, but it should not be over- 
looked that progress has been made in 
these directions even under the cum- 
bersome procedure that has infested 
governmental operations. 

In many cases, the Corps of Engi- 
neers and the Bureau of Reclamation 
have worked in harmony, both in the 
development of surveys and plans 
affecting water uses. The initial re- 
sponsibility of the Engineers for 
navigable streams has always been 
recognized, but where the interest of 
irrigation and power has appeared 
paramount, the Bureau of Reclama- 
tion has been given precedence in con- 
struction. This has been the case in 
three major instances in the West— 
Boulder dam, Grand Coulee, and Cen- 
tral valley, California, with more than 
$620,000,000 involved in construc- 
tion. 


S o far as Federal power projects or 

operations are concerned with the 
regional authorities, it would seem 
their importance has been somewhat 
overstressed. In the three regions east 
of the Mississippi, government power 
operations exist or are planned in only 
one—TVA, while the possibilities of 
a development of the St. Lawrence are 
rather remote due to the attitude of 
Canada toward a treaty. 

Of the four proposed regions west 
of the Mississippi, it is quite possible 
Federal power operations in the Co- 
lumbia valley area may have a domi- 
nating influence on the situation in the 
course of the next five or ten years. 
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In this region at the moment, the Bu- 
reau of Reclamation is operating three 
small plants; Bonneville will begin 
producing with 84,000 kilowatts capac- 
ity next year, and Grand Coulee’s 
first units will not come in for four or 
five years at the present rate. Private 
power companies and municipalities 
had capacity of approximately 1,500,- 
000 kilowatts this year. 


iz the Pacific Southwestern region, 
Boulder dam is moving toward its 
initial installation of 400,000 kilo- 
watts and will eventually have a capac- 
ity of 1,350,000 kilowatts of firm 
and secondary power. Central valley 
by 1942 will be started toward a 
capacity of 300,000 kilowatts, and the 
Pacific Gas & Electric is offering to 
take the output. Boulder’s power is 
already contracted for. In this area 
plants on reclamation projects to which 
the United States holds title have a 
capacity of more than 100,000 kilo- 
watts. Non-Federal capacity in the re- 
gion is around 3,000,000 kilowatts. 

The Missouri valley embraces Fort 
Peck, Mont., Casper-Alcova, Wyo- 
ming, and eventually six small plants 
as part of the new Big Thompson irri- 
gation project in Colorado, in addition 
to several reclamation plants now 
operating in Nebraska and Wyoming. 
Non-Federal capacity in this area is 
less than 1,000,000 kilowatts. No 
plans for power at Fort Peck are 
immediate. 

The ultimate capacity of all Federal 
power projects operating or under 
constructiori approximates 6,000,000 
kilowatts, or less than 20 per cent of 
the total generating capacity in 1934, 
as reported by the Federal Power 


-Commission. 


642 





THE PROPOSED REGIONAL PLAN OF FEDERAL AUTHORITIES 


\ >. sum up the situation precipi- 
tated by the regional authority 
proposal, particularly the Norris idea, 
there are these factors that offer obsta- 
cles of a practical nature to accom- 
plishment of the idea: 


The cost of administration of 
I. seven regional agencies, super- 
imposed on the present Federal set-up. 
No estimate of initial or ultimate costs 
is possible, but if TVA is to be taken 
as a criterion, it will run into real 
money without doing away with exist- 
ing agencies. 


Conflict with state and local 
2. agencies over water and other 
conservation activities, with many 
states compelled to deal with two and 
sometimes three of the proposed 
agencies. 


3 Infringement on duties and func- 


* tions of existing Federal agencies 
with their widespread connections 
and supporters, coupled with the dis- 
turbance of relationships through 
which members of Congress have been 
accustomed to “get things done.” 


4 Effect on private activities, re- 
e lated to water, mineral, or other 
natural resources. 


5 The absence of a definite plan of 
* coordinating the regional “co- 
ordinators.” 

The tendency evidenced in the re- 


cent session of Congress and empha- 
sized by the National Resources Com- 
mittee in its most recent public works 
program to delay the initiation of new 
Federal power projects until actual 
markets are demonstrated serves to 
place a damper on plans to use public 
power as a springboard to launch the 
TVA-ization of the country. Inci- 
dentally, this course should not be 
taken as an indication of any recession 
of interest in power by the New Deal, 
but that demonstrations of economic 
feasibility for new projects involving 
immediately large power expenditures 
will be required in the future. 


HESE conditions, with others 

previously cited, in ordinary 
times would be sufficient to squelch 
any move in the direction of expansion 
of Federal governmental operations. 
But the unusual is what carries the 
day and substantial groundwork has 
been laid for a start toward reshuf- 
fling functions of Uncle Sam with re- 
spect to planning, conservation, and 
public works. It is almost impossible 
to visualize a change in official activi- 
ties so far-reaching with the opposition 
of or without the active support of the 
factors whose prerogatives would be 
involved most seriously. 

Yet, when Senator Gibson remarked 
on the floor of the Senate, that Sena- 
tor Norris “always gets his man” he 
was not speaking lightly. 


“THE tendency evidenced in the recent session of Congress 
and emphasized by the National Resources Committee in tts 
most recent public works program to delay the initiation of 
new Federal power projects until actual markets are demon- 
strated serves to place a damper on plans to use public power 
as a springboard to launch the TV A-ization of the country.” 
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Regional jurisdiction, under S. 2555 and H. R. 7365, based on drainage basins of principal streams 

and their tributaries, except Mississippi river, left in control of Corps of Engineers for navi- 

gation and flood control purposes. Areas in nine states would be under jurisdiction of three 

regional authorities; in nineteen, two regional agencies would have authority, while twenty 
would deal with a single agency. 


Alphabetically, the regional designations un- 
der S. 2555 would be: 
ASA—Atlantic Seaboard Authority (1); 
GLOVA—Great Lakes-Ohio Valley Author- 
ity (2); 
eh Tetons Valley Authority (3); 
MVA—Missouri Valley Authority (4) ; 
AVA—Arkansas Valley Authority (5) ; 
SWA—Southwestern Authority (6) ; 
CVA—Columbia Valley Authority (7) ; 
MRC—AMississippi River Commission (8). 


States are assigned as follows: 


California 
Colorado 
Connecticut 
Delaware 


GLOVA 

BE Sevkccesevasudebonne MVA and MRC 
Kansas AVA and MVA 
TVA, GLOVA, and MRC 


Louisiana TVA, AVA, and MRC 


Massachusetts 

Michigan GLOVA 
Minnesota GLOVA, MVA, and MRC 
Mississippi 

Missouri MVA, AVA, and MRC 
Montana MV 

Nebraska 

Nevada 

New Hampshire 

New Jersey 

New Mexico 

New York 

North Carolina . 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode Island 

South Carolina 

South Dakota 

Tennessee 


Washington 
West Virginia 
Wisconsin 
Wyoming 


CVA 

GLOVA and ASA 
GLOVA and MRC 
MVA, SWA, and CVA 


‘Under H. R. 7365, regional authorities would be designated as “Planning Agencies.” In 
addition, “former Authorities” may be set up by executive order. Thus the Atlantic Seaboard 


might have two “ASPA’s.” 





Opposition without Representation Is Futile 


‘64s opposition can function only in a country in which the 
vital decisions are made in the legislature. Wherever in Europe 
the present general tendency toward executive determination of basic 
policy has developed, the opposition has sickened and one-party govern- 
ments have resulted. A Republican opposition hoping to recover its 
lost estate by its success as an opposition party is wasting its time in a 
legislative body which does not determine the policy of the nation.” 


—Excerpt from Fortune Magazine. 
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Keeping Up with 
Uncle Sam 


By FRANCIS X. WELCH 


T remained for the irrepressible 
General Johnson to perceive in the 

recent trip of President Roosevelt into 
the great Northwest, an analogy with 
the storied voyage made by Catherine 
the Great in 1792 to review the colossal 
(and ruinously expensive) public works 
in southern Russia promoted by her fa- 
vorite, the extraordinary Potemkin. Ac- 
cording to popular biographers (but 
questioned by conservative historians) 
Potemkin actually had workmen con- 
struct entire villages out of stage scen- 
ery to be placed along the banks of the 
Dneiper as Catherine, from the deck of 
her imperial barge, rejoiced at this evi- 
dence of the great new empire that 
Potemkin was rearing with public 
funds. 

Coming back to the present scene, our 
analogy bogs down a little, because 
there is no _ outstanding individual 
Potemkin selling grandiose ideas on 
public works to the President. Of 
course, Washington is overrun with a 
host of small-fry Potemkins eager to 
spend the tax funds on countless proj- 
ects; and for symbolic reference, there 
are the costly Gold Dust Twins, PWA 
and WPA, who have done some nota- 
ble spending after the best Potemkin 
tradition. 

Cynical commentators, however, are 
beginning to wonder if the President 
needs any Potemkin at all to encourage 
him, or whether he doesn’t carry a very 
convincing Potemkin around in his 
own mind. At least they were saying 
such things after the President re- 
turned from his recent trip, convinced 
that the nation had a burning desire to 
see him call a special Congress to put 
through more reform legislation. 


In a way, our President may go 
down in history as a truly successful 
traveler. He does even better than those 
articulate voyagers who go to Russia 
and Germany and come back with re- 
ports invariably confirming their pre- 
conceived notions. President Roosevelt 
not only finds what he expects to find 
on his journeys, but he helps to create 
the state of popular mind which awaits 
him. After all, if you could spend 
’steen million dollars in a sparsely pop- 
ulated section, you could, perhaps, feel 
reasonably sure of a welcome reception 
in that locality for sometime to come. 

However, when the President ad- 
vanced to the microphone last Columbus 
Day and told the rest of the natives that 
he had, while traveling, encountered on 
every hand farmers, workers, leaders, 
and other citizenry who demanded im- 
mediate salvation at the hand of a spe- 
cial session of Congress, some of the 
newspaper men who accompanied him 
on the trip began to wonder if they had 
been riding on the wrong train, or 
whether the President was being de- 
ceived by his own subconscious ven- 
triloquism. 


B’ that as it may, the President has 
now staked the prestige of his sec- 
ond term on the strategy of crowding 
through the bulk of his reform meas- 
ures before Congress adjourns for the 
campaign year of 1938. He cannot now 
recall the summons to Congress which 
will be meeting within a few days. As 
a utility man recently said to his as- 
sistant, “The President has crossed the 
Rubicon!” The reply was, “Holy 


, snakes! Is he going to build a dam 


there too?” 
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KEEPING UP WITH UNCLE SAM 


Looking at this set-up seriously, it 
must be admitted that the President 
will win a brilliant success if his luck 
holds out and Congress gives in. On 
the other hand, it seems to this writer 
that the sheer physical limitations of 
time and the extenuating circumstances 
of international disturbance, the forth- 
coming election year, and strong oppo- 
sition to the separate major measures 
proposed (crop control, wages-and- 
hours, bureaucratic reorganization, and 
regional planning) make it doubtful if 
he can get 100 per cent favorable ac- 
tion on even the bulk of his pretentious 
program. 

There is enough controversy in any 
one of these four “must” bills to engage 
the most spirited efforts of Democratic 
majority members who, as has been 
said of the Irish, seem to fight their 
very best when fighting with each 


other. Added to this “big four” is a 
government tax bill which must abso- 
lutely be passed at the regular session 
and may easily develop into a bigger 
scrap than any of them. 


Doubtless 
there will be some members anxious to 
take time on the floor to express them- 
selves In Re Mr. Justice Black, and on 
the general topics of peace, war, and 
neutrality. 

To top off this already top-heavy 
menu, we hear dark whispers that skull- 
duggery is afoot among certain Re- 
publicans and _ rebellious Democratic 
Senators who are plotting to bring 
forth the highly explosive Van Nuys- 
Gavagan antilynching bill. This would 
be extremely embarrassing for an ad- 
ministration which draws its support 
almost equally from Western left- 
wingers and Deep South members who 
grow apoplectic at the very mention of 
an antilynching bill. 

What Senator Vandenberg (rumored 
to be the brains of this dark plot) 
hopes for is that the antilynching bill 
will be passed. This would put it up to 
the President to sign it and anger an 
already fretful Southern wing, or veto 
It to the sickening horror of the lib- 
erals who have been fighting for it for 
years. Ironically, about the only ra- 
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tional ground for a veto would be that 
the bill usurps the constitutional rights 
of the states in matters of criminal 
jurisdiction. That sure would sound 
funny coming from Mr. Roosevelt. 

And so, while a lot of people here 
profess to believe that the President has 
a fair chance of getting his “big four” 
out of the trenches by Christmas, a cau- 
tious gambler would “copper” that 
wager, if the right odds were offered, 
with a side bet that two or three of 
them might still be buried deep enough 
for Easter lilies. 


Pen back to the seven TVA’s or 
“regional planning” bill as the 
President prefers tc have it called, 
some of the utility men are wondering 
if he has really changed his mind or 
merely changed his front on this propo- 
sition. The President’s recent fireside 
chat gave one the impression that all he 
now seeks is a number of purely ad- 
visory planning boards and at a press 
conference he denied categorically that 
he plans to set up regional administra- 
tive authorities like the TVA. 

Yet Senator Norris and Representa- 
tives Rankin and Mansfield all have 
bills which they claim express the ad- 
ministration’s thought (or, in any 
event, the ideas of Ben Cohen, general 
counsel of the National Power Policy 
Committee). And if these bills do not 
set forth in unmistakable black and 
white a plan for setting up a virtual 
TVA sextet, somebody must be playing 
tricks over at the Government Printing 
Office. 

At any rate, the prevailing attitude 
among the power utility men is one of 
cynicism as to the White House avowal 
that the New Deal wants only a series 
of regional boards to write reports and 
give counsel on conservation matters. 
To them, a TVA by any other name 
smells just as fishy. 

P. S. Ex-Governor Landon, upon ex- 
amining the telegrams and letters writ- 
ten in reaction to his recent broadcast, 
finds himself, like Caesar’s Gaul, divided 
in three parts: (1) Paul Revere; (2) 
Lord Macaulay; (3) Casey at the Bat. 
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Financial News 


Business and the Securities 


Markets 


HE recent decline in stocks has re- 
vived an old controversy—whether 
the market is an accurate forecaster of 
coming business conditions, or whether 
an unwarranted break in prices exerts a 
malign effect and drags business down 
willy-nilly. To attempt to settle such an 
issue is fruitless; it is more profitable, 
perhaps, to compare present with past 
trends for possible light on the situation. 
In the autumn of 1929 the Dow-Jones 
average of industrial stocks dropped 
from a closing high of 381 to a low of 
199—nearly a 50 per cent loss—while 
business activity, as measured by the 
Times index, declined from 117 to 101. 
This year, with a month’s earlier start 
than in 1929, business has dropped from 
111 to around 100, while the industrial 
average dipped from 190 to 116 (Octo- 
ber 19th low) or nearly 40 per cent. 

Comparing the relative declines in 
business and stock prices, the recent 
trends seem similar to those of 1929. 
But while business is now at the same ap- 
proximate level as in December, 1929, 
industrial stocks are about 36 per cent 
lower. 

In late 1929 and early 1930. stock 
prices staged an approximate 50 per cent 
recovery although business activity 
showed only a slight and temporary gain. 
Such a technical recovery has character- 
ized almost all market breaks in the past. 
While the present situation contains new 
factors such as the SEC rules on stock 
trading, it seems logical to expect a fairly 
substantial recovery in stock prices over 
the next few weeks, unless business ac- 
tivity continues to decline precipitately. 
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and 
Comment 


By OWEN ELY 


It will be recalled that late in 1929 Mr. 
Hoover took energetic steps to revive 
business through an industrial construc- 
tion program, and while this was only a 
temporary respite nevertheless it gave 
security holders some fresh courage. At 
the present time, aside from the grant of 
increased rail rates by the Interstate 
Commerce Commission and rather nebu- 
lous promises of tax readjustment, there 
is little effective aid as yet from the ad- 
ministration. On the contrary, the call- 
ing of a special session to consider the 
wages-and-hours bill, seven “little 
TVA’s,” and renewed bounties to agri- 
culture could hardly be considered other 
than discouraging to business. The 
President’s headlined warning that new 
taxes are in the offing if the new farm 
program is overliberal appears to be a 
factor in the secondary decline in stocks, 
occurring as this is written. 


USINEsS has come to feel that it must 
fight its own battles, without help 
from Washington. Formerly the Su- 
preme Court remained as a backlog of 
protection against radical policies, but 
confidence in the court has doubtless been 
shaken by recent developments. In 
former days the antagonistic attitude of 
the administration toward “big business” 
was largely offset by the stimulus 
afforded through inflationary measures. 
With the former still prevailing and the 
latter disappearing, business sees a red 
light ahead. The heavy industries are 
feeling the immediate effects, while con- 
sumers’ industries are little affected as 
yet. 
We have no burdensome commodity 
situation as in 1921, no inflated real 
estate such as characterized 1924-8, no 
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pyramided security loans and congestion 
of new issues such as featured 1929. But 
we do have a swollen government debt 
and unbalanced budget, high labor costs, 
large instalment debts, and a few exces- 
sive inventories. The present depression 
should probably not exceed that of 1924 
when the business index dropped from 
106 to 90, or at the worst that of 1921 
when it declined to 80. In 1919-21 the 
Dow-Jones industrial stock average 
dropped from 120 to 64, a decline of 
about 47 per cent; but in 1924 the dip 
amounted to only about 16 per cent, 
probably because the market had lagged 
behind business on the previous advance. 

The 1937 record of the Dow-Jones 
average of 20 utility stocks, as compared 
with industrial and rail averages, has 


been as follows: 
% of 
Decl. 
1937 Oct. 19 Per Cent Oct.21 Re- 
High Low Decline High covered 


Utilities ..... 38 18 53% 23 25% 
Rails 64 28 56 35 20 
Industrials .. 194 116 40 138 28 


The sharp rebound in prices following 
the October 19th low opening has been 
reduced by subsequent irregularities. 
It is to be hoped, however, that the 
market is now making a broad base for 
the traditional technical recovery which 
usually amounts to about 50 per cent of 
the decline. 

¥ 


Electric Output Remains 
above 1930 


LECTRIC output for the week ended 
October 16th remained above last 
year’s level by 5 per cent. New England 
made the poorest showing, with an in- 
crease of only 1.1 per cent over last year, 
while Rocky Mountain territory made 
the best gain, 6.7 per cent. 

The Times seasonally adjusted index 
shows a net decline from the 1937 high 
level of only about 5 per cent, compared 
with a decline in general business of 10 
per cent. Such a relationship character- 
ized the 1929-32 recession, when the in- 
dex dropped about 25 per cent compared 
with 46 per cent for general business ac- 


tivity. 


649 


Uniform System of Accounts 


Bee Federal Power Commission has 
announced Issue No. 2 of Interpre- 
tations of Accounts. The first issue was 
released on May 8, 1937, and it is planned 
from time to time to issue interpretations 
of the more important provisions of the 
system of accounts, Acting Chairman 
Clyde L. Seavey stated. 

“The uniform system of accounts pre- 
scribed by the commission last year and 
the system adopted by the National As- 
sociation of Railroad and Utilities Com- 
missioners, which system in all practical 
respects is the same as that previously 
adopted by this commision, have already 
been adopted by over 20 regulatory com- 
missions, so that genuine uniformity in 
accounting is rapidly being achieved,” 
Mr. Seavey said. “It has been and will 
continue to be the practice of representa- 
tives of the Federal Power Commission 
to consult with the Committee on Sta- 
tistics and Accounts of the National As- 
sociation of Railroad and Utilities Com- 
missioners before interpretations are 
formally issued.” 


¥ 
SEC Presses Shortening of 


Prospectuses 


EVERAL hints have been dropped by 
S officials of the SEC that the average 
prospectus is too cumbersome and long: 
In the past corporation attorneys have 
apparently felt it safer to make the pros- 
pectus all-inclusive to guard against liti- 
gation over possible “omission of a ma- 
terial fact.” The newly elected chairman, 
Mr. Douglas, has indicated his interest 
in the matter. Accordingly, Harold H. 
Neff, director of the Division of Forms 
and Securities, has recently issued con- 
crete illustrations of the commission’s 
point of view. Analyzing the prospectus 
of a $10,500,000 first mortgage bond is- 
sue of a utility operating company, Mr. 
Neff pointed out one section which 
could have been condensed from 2,100 
words to about 250, and gave further 
instances of overmeticulous descriptions 
which could be cut down. 
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PUBLIC UTILITI 

Unlisted Utility Preferred Stocks 
| geo o> fico Group, Inc., recently 
called attention to a list of utility 
preferred stocks (traded “over the coun- 
ter”) which had declined about one-third 
from their 1937 high prices, while the 
latest statement showed an average gain 
in earnings per share of 50 per cent. 
Selected data from the list, with prices 


brought nearer to date, are presented in 
the accompanying table. 


¥ 


Water Service Companies Gain 


Moderately 


TANDARD Statistics recently summa- 
rized the 1937 trend of earnings for 
the private water companies as follows: 


Gross revenues of private water com- 


SELECTED OVER-COUNTER 


Latest Twe 


Earnings per Share 


1936 
$ 8.95 
7.28 


Operating Companies 
Alabama Power $6 
Birmingham Electric $7 
Carolina Power & Light $6 
Central Illinois Public Serv. $6.... 
Central Maine Power $6 
Florida Power & Light $7 
Jersey Central Power & Light 514% 
Memphis Power & Light $7 
Mississippi Power & Light $6 
Nassau & Suffolk Lighting 7% .... 
New Orleans Public Service $7 .... 
Northern States Power (Del.) 6% . 
Pacific Power & Light 7% 
Queens Boro. Gas & Electric 6% .. 
Tennessee Electric Power 6% .... 
Tennessee Electric Power 7% 
Utah Power & Light $7 
Virginia Public Service 6% 
Holding Companies 
Central Indiana Power 7% 
Central Power & Light 6% 


Community Power & Light $6 
New England Gas & Electric $5.50 . 


New England Power Assn. 6%.... 
New England Pub. Serv. $7 Prior .. 
New England Pub. Serv. $6 Prior .. 
Public Service of Ind. $7 Prior .... 2.09* 
(a) 1935 (b) 1936 *Six Months 
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21.14 
7.54 


5.17 
6.61 
10.45 
9.76 
8.94 


3.70* 
2.94 
2.13 


7.23 


ES FORTNIGHTLY 


panies have continued to gain in 1937, but at 
a more moderate pace than that registered 
earlier in the recovery cycle. The increase 
for the twelve months through June of a 
representative group was 2.75 per cent, but 
this improvement occurred largely during 
the final half of 1936, when many companies 
benefited from the dry summer weather, In 
other words, full year 1937 earnings will 
register only slight expansion over the re- 
sults for the calendar year 1936. 

Among the companies which benefited 
from the unusually dry summer in 1936 were 
Wichita Water Service, Illinois Water Sery- 
ice, and a number of other middle western 
units. Additional companies which showed 
better than average performances included 
West Virginia Water Service, East St. 
Louis & Interurban Water, New Haven 
Water, and Ohio Water Service, all of 
which were aided by the pronounced indus- 
trial gains in their territories. With few ex- 
ceptions, the only companies that failed to 
show some gain in revenues for the June 
fiscal year were those forced to absorb rate 
reductions. Most conspicuous in this group 


e 


UTILITY PREFERRED STOCKS 
% Deel. 
inPrice % 
Approx. from Increase 
Price 1937 in Latest 
Oct. 20th High 


lve Months’ Total 
Dividend 


1937 Arrears 


$11.00 
12.84 
13.37 
1.98* 
9.46 
10.86 
8.72 


$ 3.50 
18.50 
6.75 
33.25 
9,25 
15.75 
32.38 


4.26 (a) 
4.26 (a) 
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was New Rochelle Water, which instituted 
a 25 per cent cut on its domestic business. 

The industry as a whole was able to con- 
trol operating costs, and to carry through an 
average percentage of the gain in gross to 
operating income. Thus, the operating ratio 
increased only slightly to 53.5 per cent, from 
53.2 per cent, and the gain in operating in- 
come for the twelve months’ period through 
June, 1937, was 2.37 per cent. While taxes 
for most water companies, as with other 
utilities, continued to increase, the rate of 
gain was not pronounced, and, with a few 
exceptions, caused no actual decline in oper- 
ating income. 

Fixed charges of the industry showed a 
further decline as a result of the refunding 
operations accomplished in 1936. In conse- 
quence, fixed charge coverage increased 
from 1.55 times in twelve months through 
June, 1936, to 1.65 times in the 1937 period. 

With most water companies now operating 
under more normal conditions, it is expected 
that gains in gross over the remainder of 
the year will be moderate. Some decline 
from present levels may be shown by a num- 
ber of middle western companies, due to the 
greater precipitation experienced in this ter- 
ritory earlier in the year. 

The favorable operating record of the 
water industry during the depression and its 
close alliance to municipal affairs have made 
it an ideal source of tax revenues. While 
the tax burden of many water companies 
has been increased over the last few years, 
the problem appears to be easing somewhat 
as the industry approaches more normal con- 
ditions, with the exception of companies 
operating in New York state and in Penn- 
sylvania. 

An unfavorable aspect of the water busi- 
ness is the failure of rate reductions to have 
any promotional effect upon consumption 
and upon company revenues. In the last 
year, however, there has been virtually no 
demand for further rate reductions, and the 
industry as a whole has been able to trans- 
late the moderate increase in demand into 
higher gross and profits. . . . However, in 
Pennsylvania, with the advent of the new 
utility commission, there may be some agita- 
tion for rate reductions. 

While demand for rate reductions is disap- 
pearing, the more basic trend toward munici- 
pal ownership of properties appears to be 
continuing. . . . In Pennsylvania, plans are 
proceeding for eventual municipalization of 
water properties in suburban Pittsburgh. 
Moreover, the governor and certain mem- 
bers of the new utility commission have in- 
dicated that they favor public ownership of 
water properties. 

In general, it may be expected that the 
slow trend toward municipalization will 
continue. This prospect need give no great 
concern to holders of water company bonds, 
since in almost all cases the purchase price 


should be more than enough to cover funded 
debt. According to most indenture provi- 
sions, bonds must be redeemed at par. While 
this provision protects the bondholder 
against dissipation of funds realized from 
the sale of mortgaged property, the possi- 
bility of redemption at 100, instead of the 
normal call price, should be borne in mind by 
investors purchasing water company bonds. 

About 80 per cent of the private water 
companies operating in the country are con- 
trolled by three holding companies, namely, 
American Water Works & Electric Com- 
pany, Federal Water Service Company, and 
Consumers Water Company. Community 
Water Service Company, itself a large hold- 
ing company, was acquired last year by 
American Water Works. Over 60 per cent 
of the gross of American Water Works is 
derived from electric properties located in 
Pennsylvania, West Virginia, and Maryland. 
The water properties are considered as a 
source of stable income to the system... 

Federal Water Service similarly derives 
only part of its income from water proper- 
ties. This company has lost a number of 
water properties in recent years to munici- 
palities and has utilized the funds to pur- 
chase electric and gas utilities in various 
parts of the country. In addition, its invest- 
ment in Southern Natural Gas alone fur- 
nishes sufficient income to cover the entire 
charges on its own obligations. 

Thus, while the Public Utility Act of 1935 
does not apply to water holding companies, 
both Federal Water Service and American 
Water Works & Electric are subject to the 
terms of the act, because of their electric 
and gas interests. 


¥ 


New Financing Deferred 


| geen market conditions have caused 

readjustment of several large utility 
offerings previously registered with the 
SEC. The $80,000,000 Consolidated Edi- 
son program (which included $20,000,- 
000 new capital) has been scaled down to 
$30,000,000 and is slated for November 
15th offering. The $67,000,000 Appa- 
lachian Electric Power Company first 
mortgage bond issue (for refunding pur- 
poses) has been withdrawn from regis- 
tration. 

The $13,000,000 North Boston Light- 
ing Properties 34s and the $8,000,000 St. 
Joseph Railway, Light, Heat & Power 
first 4s and 3-4 per cent notes have not 
been withdrawn, but the offering dates 
are indefinite. 
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No new financing appears to be under 
consideration at the moment. The Inter- 
national Paper & Power Company has 
registered the securities to be issued 
under its reorganization plan. 

Postponement of public offerings need 
not necessarily defer utility construction 
plans. Life insurance companies, which 
still have plenty of cash, are reported 
again actively considering private pur- 
chases of bonds direct from issuing 
companies, providing these can be drawn 
up to meet their particular requirements. 
The Central Hudson Gas & Electric 
Corp. is said to have sold its $2,500,000 
34s of 1967 to the Metropolitan Life In- 
surance Company and the Penn Mutual 
Life at a price of 102 (about two-thirds 
of the issue is for “new money’’). 

It seems likely that utility companies 
will also turn to the large commercial 
banks for any temporary cash needed for 
construction programs, since such funds 
can usually be obtained at very low rates 
on a short-term basis. 


¥ 


Corporate Notes 


HE stockholders’ meeting of the In- 

terborough Rapid Transit Com- 
pany has again been postponed for thirty 
days. The new committee, headed by 
Ernest B. Bigelow, has obtained proxies 
for some 35,000 additional shares, but 
needs about 37,000 more to obtain a 
quorum. 

Trading in the stock of International 
Telephone & Telegraph Company has 
been separated as between foreign and 
domestic share certificates. This is the 
first time in the history of the New York 
Stock Exchange such a division has been 
ordered. As of October 18th foreigners 
held about 183 per cent of the outstand- 
ing stock, and the Federal Communica- 
tions Act prohibits ownership of more 
than 20 per cent. Under the 1934 law, 
if the percentage exceeds 20 per cent, 
such stock will not be entitled to vote, re- 
ceive dividends or any other rights, so 


the Exchange acted to protect the for-) 


eign holders. 
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Abitibi Power & Paper Company 
bondholders have approved the Ripley 
reorganization plan. The Ripley group 
nominated eight Class “A” directors, but 
counsel for another bondholders’ com- 
mittee questioned the legality of this step, 

Philadelphia Electric Company has 
been ordered by the utility commission 
to reduce rates (effective November Ist) 
to the extent of about $3,107,000 cut in 
revenues. 


e R-z New York Transit Commission 
is strongly opposed to the applica- 
tion of the Interborough Rapid Transit 
receiver to the Federal court to disaffirm 
the Manhattan Railway lease, a hearing 
on which was scheduled November 4th 
before Judge Mack. New York city is 
also expected to oppose termination of 
the lease. 

The valuable Shanghai power plant 
owned by a subsidiary of American & 
Foreign Power has thus far escaped 
serious damage. It is said to be vulner- 
able because of its location near a 
Japanese air field and munitions store- 
house, but both armies seem anxious to 
spare the plant. 

The Federal Power Commission is 
considering the application of Pacific Gas 
& Electric Company for permission to 
construct six major hydroelectric devel- 
opments in California, with a proposed 
installed capacity of 368,000 KVA. 


¥ 
Middle West Corporation Prop- 


erties to Be Reorganized 


URCELL L. Smith, newly elected chair- 
man of Middle West Corporation, 
has indicated that financial reorganiza- 
tion of the underlying properties (pat- 
ticularly Central and South West Utilr- 
ties Company and Kentucky Utilities 
Company) may be started around Janu- 
ary Ist. The problem of eliminating sub- 
holding companies is complicated by the 
preferred stocks of these companies with 
unpaid dividend accumulations. 
Mr. Smith, who is now vice president 
of Commonwealth Edison (assuming his 
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new post January Ist), has played anim- Edison, Public Service Company of 
portant part in effecting consolidation of | Northern Illinois, Western United Gas & 
the capital structures of Commonwealth Electric, and Illinois Northern Utilities 


e 


INTERIM EARNINGS STATEMENTS 


No.of End System Earnings per Share (a) 
Months of Last Previous Per CentPer Cent 

Electric & Gas Included Period Period Period Increase Decrease 
American Gas & Electric 12 Aug. 31 (b) $$2.48 $2.10 18% 

American Power & Light (Pfd.) .... 12 Aug. 31 : 5.55 20 

American Water Works ............ 12 June 30 (c) t F 22 ‘i 
Boston Edison June 30 (c) : . on 3% 
Cities Service P. & L. (Pfd.) June 30 (c) i [ 32 ie 
Columbia Gas & Electric June 30 (c) 48 ; pa > 
Commonwealth Edison Aug. 31 (b) ‘ i 51 ‘ 
Commonwealth & Southern (Pfd.) .. Aug. 31 (b) ; : 39 

Consolidated Edison, N. Y. ......... Sept. 30 (c) Re 

Consolidated Gas of Baltimore Aug. 31 1 
Detroit Edison Sept. 30 y ‘ ae 
Electric Power & Light (1st Pfd.) .. Aug. 31 (b) } . 44 
Federal Light & Traction June 30 (c) 5 
Inter. Hydro-Electric (Pfd.) June 30 (c) 

Long Island Lighting (Pfd.) Sept. 30 (c) 

Middle West Corp. .........0se0. June 30 (c) 

National Power & Light Aug. 31 

Niagara Hudson Power June 30 (c) 

North American Co. ...........000- June 30 

Pacific Gas & Electric June 30 

Public Service Corp. N. J. .......... Aug. 31 (b) 

Southern California Edison Sept. 30 

Standard Gas & Elec. (Pr. Pfd.) .... July 31 (b) 

Stone & Webster June 30 (c) 

United Gas Improvement June 30 (c) 

United Light & Power (Pfd.) Aug. 31 


Gas Companies 
American Light & Traction Aug. 31 
Brooklyn Union Gas June 30 (c) 
Lone Star Gas 2 June 30 (c) 
Pacific Lighting Sept. 30 
Peoples Gas Light & Coke Aug. 31 (b) 
United Gas Corp. (1st Pfd.) Aug. 31 (b) 


Telephone and Telegraph 
American Tel. & Tel. (d) Sept. 30 (c) 
General Telephone June 30 (c) 
Western Union Telegraph July 31 


Traction, etc. 


Greyhound (EEE Sees ee eae 12 June 30 (c) . 1.69 
Twin City Rapid Transit June 30 (c) , 1.36 


Systems outside U. S. 


Amer. & Foreign Power (Pfd.) 2 June 30 (c) 7.41 4.01 85 
International Tel. & Tel. (e) Jure 30 (c) 0.67 0.26 158 
(a) On common stock, unless otherwise indicated following name of company; in some 
cases, Federal surtax not deducted. 
(b) Report also published for month ending same period. 
(c) Report also published for quarter ending same period. 
(d) Parent company only. The consolidated statement for twelve months ended August 
31st, showed $10.46, against $8.86 last year. 
(e) Excludes Spanish subsidiaries and Postal Tel. & Tel. Co. 
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What the Press Had to Say about the 
Bonneville Speech 


F  gerinng President Roosevelt in a 
recent radio broadcast assured us 
all that he had become impressed with 
the nation’s insistence on the prompt en- 
actment of his major reforms, includ- 
ing legislation to set up regional plan- 
ning authorities, disinterested observers 
were struck by the apparent lack of en- 
thusiastic response to his prior speech 
at Bonneville, wherein he explained in 
general terms the purpose of his pro- 
posal. 

Of course, press editorials are per- 
haps a defective index to public senti- 
ment, as was shown during the last gen- 
eral election. Nevertheless, on a some- 
what technical issue such as a proposal 
to set up regional planning authorities, 
the press is about the only available ex- 
pression of local sentiment. So many of 
the average citizenry either don’t under- 
stand such an issue or don’t give a hang 
one way or the other, that we have to 
take what their newspapers tell them as 
the next best indicator. 

When we look over thé result the sig- 
nificance, if any, lies in the fact that a 
number of newspapers which have sup- 
ported the President have swung over 
to the opposition or at least into the 
realm of skepticism of this particular 
issue. What the Roosevelt opposition 
papers say can be discounted on the 
grounds that no one could expect any- 
thing different, but when loyal organs 
begin to dissent, a more convincing ex- 
planation is in order. 

The Scripps-Howard chain of papers, 
although increasingly critical of the 
New Deal’s financial policies, continues 
to support his general objectives with 
respect to such projects as the Columbia 


river development and the “seven TVA”. 


planning idea. The following editorial 


excerpt from the Pittsburgh Press js 
fairly typical : 


Government power projects might be 
used to build up a few great industrial 
The President is determined that 


life better and to promote the development 
of many small communities where people 
can live and rear their children in fresh 
air and sunshine. He would not stop the 
normal growth of cities; but he would halt 
the tendency toward unhealthy concentra- 
tion of population in crowded urban 
areas... 

The better that policy works at Bonne- 
ville—that is, the more widely the power 
is distributed and used on farms and in 
homes throughout Oregon and Washington 
—the more certain will be its extension to 
similar projects on the nation’s other great 
rivers. Mr. Ross has a remarkable oppor- 
tunity for useful service, and we believe he 
will make the most of it. 


HE New York Times, also an in- 

fluential but very independent sup- 
porter of the President, seems to be dis- 
posed to go along with him as far as 
giving his ideas of social decentraliza- 
tion through electrical development a 
trial : 


It is no accident that great industrial 
centers sprang up near coal mines and along 
waterways, and more recently along rail- 
ways, by which coal could be transported 
cheaply. So long as engines turned shafts, 
then directly industry was tied to the mine, 
and each factory necessarily had its own 
power plant. Hence the concentration of 
populations in huge manufacturing cities. 
The slums, the overcrowding, the grime, 
vice, and disease that have been so many 
blots on this civilization were conse- 
quences... 

Thus regarded, the region about Bonne- 
ville is a sort of social laboratory. Here 
not only a large block of humanity but 
cheap energy itself is to play a part, and 
the theory that decentralization will fol- 
low the generation and distribution of 
energy will be put to the test, 


NOV. 11, 1937 654 





from 
torial 


WHAT OTHERS THINK 


But the Times makes a sharp distinc- 
tin between “planning” as proposed at 
Bonneville and the broader “planning” 
whereby the political power would move 
in the direction of Washington: 


It is against “planning” of this second 
type—not “planning” in the sense of con- 
sidering with care and foresight the prior- 
ity of such public works as the government 
may undertake for the purpose of con- 
serving natural resources, but “planning” 
in the sense of substituting centralized con- 
trol for the operation of the free market— 
that intelligent criticism has been directed. 
“Planning” of the kind typified by NRA 
means the elevation of a bureaucracy to 
unhealthy power. It is a step leading away 
from democracy and toward authoritarian- 
ism. It is a repudiation of the time-hon- 
ored tradition of the Democratic party, 
which has always been, until recent years, 
to preserve free competition where it ex- 
ists and to attempt to restore it at what- 
ever points it has been crippled or de- 
stroyed. 


HE Portland Oregonian is not so 

keen about widespread benefits 
from Bonneville power. It stated edi- 
torially : 


Utility experience tables indicate that of 
the cost of power at the final outlet plug, 
over an area in which transmission is prac- 
ticable, one-third is for generation, one- 
third for transmission, and one-third for 
distribution. Power can be generated at 
Bonneville more cheaply than at most other 
places, but that same power cannot be 
transmitted or distributed any cheaper than 
other power. In the rural area to be 
served by Bonneville there is but a limited 
market for power. The farm districts are 
sparsely settled and farmer customers will 
be relatively few. Yet it costs as much to 
build transmission lines for few customers 
as for many. If rates are to be based on 
costs, they cannot be very low when cus- 
tomers are few and sparing in their use of 
power, as they must be in districts where 
power is used only for domestic needs. If 
rates are to be based on costs, the rates 
could only be made low to domestic users 
and other small consumers through heavier 
sales near the dam for indus‘rial use . . . 
It is apparent that prior to his Bonne- 
ville speech the President had been listen- 
ing to some of the advocates of free power 
without cost to the taxpayers, of whom we 
have so many in this territory. But the 
practicalities will have to be recognized 
sooner or later. Otherwise we shall have 
a vast surplus of Bonneville power and 
rates cannot be as low as desirable. The 


only alternative would be government sub- 
sidy for Bonneville. 


The Indianapolis News, which has 
usually been quite critical of private 
utilities, added its note of opposition 
to the President’s broad proposal re- 
specting natural resources: 


It is the economic question that gives 
rise to the opposition which the President 
has encountered. Many believe that he is 
forcing upon the country a system of river 
exploitation which may prove to be un- 
suited to the future needs of the people. 
Power is now being produced by the Ten- 
nessee Valley Authority at a higher cost 
than it can be produced at the same point 
by steam. With improved farm methods 
there is a constantly declining demand for 
marginal farm land, such as that in the 
dust bowl area about which the President 
is so deeply concerned. The report of the 
National Resources Committee to which the 
President has invited attention forecasts 
a strong probability of new sources of 
power, new farm methods, and improve- 
ments in transportation which may within 
a comparatively few years usurp the func- 
tion for which these water development 
projects are intended. 


HE Nebraska State Journal, pub- 

lished in the home state of U. S. 
Senator Norris, author of one of the 
so-called seven TVA bills, fears a fur- 
ther destruction of state rights: 


The Norris bill would place ownership 
and control of all the streams in the na- 
tion in the Federal government. That would 
constitute another invasion of the asserted 
state rights, because many state Constitu- 
tions hold that the waters of streams be- 
long to the people of their state. 


The Cleveland Plain Dealer is appre- 
hensive about the financial condition of 
the country, in view of the vast spend- 
ing for gigantic public works: 


The President drops into his Bonneville 
power speech a side remark which, with 
its implications, may be considered more 
important than his main theme. “By the 
way,” he says, “the budget we expect to 
have definitely balanced by the next fiscal 
year.” He said substantially the same thing 
in an earlier statement in Wyoming. 

Any assurance that the Federal budget 
is soon to be balanced—that the adminis- 
tration intends to bring its expenditures 
within the figure of its income—is g 
news to millions. However, like Hoover’s 
prosperity, the President’s balance seems 
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The Salt Lake Tribune 


CURBING THE RECKLESS DRIVER 


always just around a corner. One always 
hoped Mr. Hoover was right; one now 
hopes, no less, that Mr. Roosevelt is 
right. 

It appears, however, that if the budget 
is balanced within the time named by the 
President it will be not through govern- 
ment economy but through increased gov- 
ernment receipts . . 

Now is the time the government should, 
instead of borrowing, be paying its way 
out of debt. It is fine to be Santa Claus 
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to a great many people, but some thought 
should be given to those who must provide 
the contents of his bulging pack. This 
$50,000,000 dam furnishes an appropriate 
back drop for a speaker discussing unbal- 
anced budgets. 


6 te Southern press (outside of 
the TVA area) on the whole did 
not take much interest in the Bonneville 
speech. Generally, what response ap- 
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peared was as favorable to the President 
as might be expected. The Aflanta 
(Ga.) Constitution stated in part: 


The normal life of the future is certain 
to drift, as he predicts, away from the big 
cities. With the carrying of power to every 
community, however small, to every home 
and every farm, there will come a decen- 
tralization, not only of industry, but of 
population. With the tremendous new ease 
in transportation, man, by natural law, is 
solving for himself the evils of congested 
living. He is, more and more, building his 
homes, his industrial plants, and his enter- 
prises in the smaller centers, or in the 
semirural areas contiguous to the cities 
where he has his business. 

Developments such as the Bonneville 
dam, as pointed out by the President, make 
such evolution in living conditions possible. 
They are sound investments and will re- 
turn rich dividends in the years to come. 


The Charleston (S.C.) Gazette, an- 
other influential Southern paper, con- 
curred indirectly by reprinting an edi- 
torial from what is perhaps the most 
zealous of all New Deal journalistic 
supporters, the Philadelphia Record: 


For President Roosevelt to dare to make 
a major address on electric power in Ore- 
gon on his current trip was for him to dare 
greatly. For it was in Portland, almost 
five years ago to the day, that Mr. Roose- 
velt, then candidate for his first term, made 
his great power speech and outlined his 
great power program. 

Inevitably, his speech on power at Bonne- 
ville, Oregon, invites the question as to 
whether the program was fulfilled; as to 
whether the goods were delivered. 

Mr. Roosevelt, this week, barely men- 
tioned his speech of five years before. Yet 
he might, with complete propriety, have 
recalled it in full and have boasted at 
length of his accomplishments . . . 

On the credit side stand TVA and the 
great Muscle Shoals power developments, 
not even included in the Portland pledges. 
On the credit side stands Roosevelt’s fight 
for the “little TVA’s,” for a bill to set up 
power authorities elsewhere in the coun- 
try to provide cheap electricity, to protect 
farms against floods, to stop soil erosion 
over large, integrated areas not served now 
by private utilities, 


From the normal opposition news- 
papers, complaints about the Presi- 
dent’s power program were based main- 
ly on two grounds. The Denver (Colo.) 
Post feared centralized government: 


Power development is the main purpose 
of the proposed regional program. But this 
ignores the fact that, particularly in the 
West, the principal use of water in the 
streams is for irrigation. And on many 
streams, power development is not feasible 
in connection with irrigation. In some 
states, ownership of the water in streams 
is vested in the people. Creation of a Fed- 
eral regional commission to plan and con- 
trol water development on the streams of 
such states clearly would amount to Fed- 
eral usurpation of power reserved by state 
Constitutions to the people. 


HE Boston (Mass.) Post, deplor- 
ing the expense of such projects, 
also doubted their economic feasibility : 


Furthermore, it is a well-known fact that 
today electric power can be produced by 
steam plants just as cheagly.as by hydro 
plants, and the steam plants*#&n be strate- 
gically located in the centers of greatest 
present and potential demand. The same 
amount of money now proposed for hydro 
developments if spent in our big coal min- 
ing centers wouldgproduce much larger re- 
turns and in additigf# would help restore the 
sick coal industry.” - 

President Roosevelt says it is better to 
spend money for such projects than for 
armaments as other nations are doing. He 
could hardly imply that we are not spend- 
ing heavily for military purposes when 
nearly 80 cents out of every dollar of Fed- 
eral revenue goes for past, present, or fu- 
ture military purposes. 

It is doubtful if any other nation is 
spending a larger proportion of its reve- 
nues in this way. 


If these editorial expressions even 
approximately reflect public opinion in 
the localities served, it would appear 
that the President’s proposal to set up 
regional planning boards is in for some 
stiff opposition at the current special 


session. 
—A. K. 





“Ir recent events have embarrassed our President, he shows no sign of 

it. He goes right on saving us from poverty, dust storms, and lawyers.” 
—Howarp BruBAKEr, 

Columnist, The New Yorker. 
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The TVA Crosses the Atlantic 


HE recent publication in The At- 

lantic Monthly of articles on the 
TVA by its chairman, Arthur E. Mor- 
gan, and President Wendell L. Willkie 
of the Commonwealth & Southern (re- 
viewed and digested in Pustic UTILI- 
TIES FORTNIGHTLY, issue of September 
16, 1937, page 360) is widely rumored 
in Washington to have caused a revival 
of the intra-TVA feud between Chair- 
man Morgan and TVA Power Director 
Lilienthal, who is supposed to be allied 
with the third TVA director, H. A. 
Morgan. 

The Atlantic articles, it will be re- 
called, were supposed to present views 
for and against TVA by Chairman Mor- 
gan and Mr. Willkie, respectively, and 
many readers, including the Forrt- 
NIGHTLY reviewer, concluded that both 
sides have been fairly and ably repre- 
sented. But apparently the majority of 
the TVA directors thought otherwise. 
At least, such would seem to be the pur- 


port of the publication by the TVA of 
correspondence between the editors of 
the Atlantic and the TVA publicity de- 
partment. 


According to the Washington (D. C.) 


Daily News (Scripps-Howard) the 
TVA publicity release may be reason- 
ably credited to the attitude of TVA Di- 
rectors Lilienthal and H. A. Morgan. 
The News stated: 


The correspondence indicates that the 
majority of the board thought Chairman 
Morgan’s answer to Willkie ineffective. In- 
cidentally, for the first time, Dr. Morgan 
identified himself in his article as a “minor- 
ity” member of the board. 

The TVA’s statement to The Atlantic 
was signed by W. L. Sturdevant, informa- 
tion director, but obviously this was only a 
device to get the views of the majority 
members—Dr. H. A. Morgan and David E. 
Lilienthal—before the public. 

The first Sturdevant letter charged that 
Mr. Willkie had quoted part of a para- 
graph from a statement by Mr. Lilienthal 
in such a way that the power man’s piece 
lacked “candor and fairness.” 


Specifically, Mr. Sturdevant (1) com- 
pared the revenues of the Tennessee» 
Electric Power Company, $11,350,000, 


NOV. 11, 1937 


with TVA revenues of less than $1,500. 
000 and observed that a large part of 
TVA’s property is not and was never in- 
tended to be devoted to revenue produc. 
tion (such as navigation, locks, fertilizer 
plant, etc.) ; (2) pointed out that TVA’s 
investment is in property much of which 
is in the process of construction; (3) 
distinguished between TEPCO’s three- 
fold operations of generation, transmis- 
sion, and distribution, and TVA’s actiy- 
ity confined to generation and transmis- 
sion to independent distributors (munic- 
ipalities, codperatives, etc.) which in 
turn pay taxes and provide for deprecia- 
tion and other expenses. 


M: Sturdevant received the follow- 
ing reply to his letter from Editor 
Sedgwick of The Atlantic Monthly: 


Dear Mr. Sturdevant: 

We've been very glad to read with care 
your letter of September fourteenth. In 
considering your argument we should like 
to ask a single important question. The 
controversy is involved and would be great- 
ly simplified if the methods of accounting 
of the Tennessee Valley Authority could 
be brought into line with the methods of ac- 
counting of the large private companies. 
Obviously the yardstick is no yardstick at 
all unless parallel results can be placed side 
by side. Will you, then, state quite definite- 
ly whether it is the purpose of the Tennes- 
see Valley Authority to keep their books 
and to publish their figures in the manner 
of private corporations with which the pub- 
lic is familiar. 

Yours faithfully, 
(Signed) Ellery Sedgwick. 


Mr. Sturdevant’s reply to this was 
substantially as follows: 


It is a source of disappointment that you 
have misconstrued my communication to 
you. I did not attempt in that letter to argue 
the case of public versus private power. 
My purpose was to point out that in Mr. 
Willkie’s article methods of argumentation 
had been used which we believe are unfair 
and misleading and which, we felt, justify 
the presentation of the Authority’s point of 
view. Certainly furnishing you, as I di 
with documentary proof that Mr. Willkie 
had eliminated half of a paragraph by Mr. 
Lilienthal, in order to make him say exact- 
ly the opposite of the meaning conveyed by 
the whole paragraph, was not argument on 
my part. 
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Your letter does not mention the points 
raised in my communication to you of Sep- 
tember 14th, but asks a question. I have no 
hesitation in answering the question specifi- 
cally. You ask: “Will you, then, state quite 
definitely whether it is the purpose of the 
Tennessee Valley Authority to keep their 
books and to publish their figures in the 
manner of private corporations with which 
the public is familiar.” 

It is the practice of the Tennessee Valley 
Authority, pursuant to specific statutory 
provisions, to keep its books in accordance 
with a detailed classification of accounts as 
prescribed by the Federal Power Commis- 
sion, which agency also prescribes the clas- 
sification of accounts by which the private 
utilities engaged in interstate commerce 
keep their accounts. As to the publication 
of such figures, under the TVA Act we are 
required, and it is our practice, to present 
annually to the Congress and to the public 
the results of our financial operations, in a 
simple, understandable way. 

Your question goes further than this, 
however, and asks whether it is the purpose 
of the Tennessee Valley Authority to keep 
its books “in the manner of private corpora- 
tions with which the public is familiar.” 
The laws governing the Tennessee Valley 
Authority and the policy of the board alike 
forbid following the precedent of private 
utilities with respect to their books and 
figures. The “public is familiar” with the 
financial and accounting practices of the 
private utilities as a result of an investiga- 
tion of public utility financing and account- 
ing carried on by the Federal Trade Com- 
mission during the administrations of 
Presidents Coolidge and Hoover. After a 
6-year inquiry, that commission reached the 
conclusion that in the books of these utilities 
there were “write-ups, improperly capital- 
ized intangibles, and inflation” in eighteen 
large companies and their subsidiaries, 
totaling one billion four hundred ninety-one 
millions of dollars. (See Senate document 
92, Part 72-A, 70th Congress, first session, 
page 302.) 

I am sure you will agree with me, in my 
specific reply to your question, that the pub- 
lic interest would not be served if “the 
methods of accounting of the Tennessee 
Valley Authority could be brought into line 
with the methods of accounting of the large 
private companies,” as such methods are 
disclosed by this investigation. 


A this point Mr. Willkie again 
entered the picture with a news- 
paper statement saying that he was glad 
of the opportunity “to clear up any 
points that are not clear to the TVA’s 
Director of Information,” and to em- 
phasize the avoidance of taxes by the 


TVA. Speaking of taxes, Mr. Willkie’s 
statement read: 


Every person in the state of Tennessee, 
if he has a business, or works in a factory 
or corporation, or owns a home or farm, 
pays one or all of the following taxes: 

1. Property taxes on every piece of real 
estate or personal property which he owns 
(including household furniture, automo- 
biles, etc.) 

2. A license tax on his automobile or 
truck. 

3. Eight cents on every gallon of gasoline 
which he buys. 

4. A license to do business. 

5. State or Federal unemployment tax. 

6. Federal Old-age Benefits. 

7. A Federal and state income tax on in- 
come over a certain level. 

In addition a utility company in Tennes- 
see must pay a Federal bond tax, Federal 
3 per cent excise tax, Federal and state 
capital stock tax, and a public utility com- 
mission tax. 

Not one of these taxes is paid by the TVA 
and to the extent of this avoidance every 
individual in Tennessee will of necessity pay 
more taxes. 


On the score of unfair comparison, 
Mr. Willkie claimed that his Atlantic 
figures on TVA property omitted facili- 
ties not devoted to revenue and further- 
more that income has little bearing on 
taxes, anyhow, since taxes are for the 
most part based upon property values. 
Mr. Willkie explained his failure to 
complete a quotation from Mr. Lilien- 
thal (about TVA forbearing to con- 
struct competitive facilities until other 
measures were exhausted) on the 
ground that this part of the statement 
was meaningless in view of the recent 
activity of TVA in constructing competi- 
tive facilities on an extensive scale. 
Mr. Willkie concluded with the following 
statement: 

In conclusion it is fair to point out that 
the editor of The Atlantic Monthly asked 
the TVA a very simple question as to 
whether the TVA proposes “to keep their 
books and to publish their figures in the 
manner of private utilities with which the 
public is familiar.” The editor of The At- 
lantic Monthly asks if the TVA will reply 
“quite definitely” to that question. The 
answer of the TVA is to resort for two 
typewritten pages to the favorite and time- 
worn mud holes used by the utility baiters 
in this country now for several years, name- 
ly, the charges made by the C in 1933 
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and previously, relative to the accounting 
practices of a few of the utility companies 
in this country (incidentally the FTC never 
claimed that there was a dollar of write-up 
in the TEPCO). 

No one, of course, is asking that the TVA 
should engage in any accounting practice 
which is not strictly in accord with the re- 
quirements established by the FPC and the 
SEC. But I believe the American people 
as a whole are asking that the TVA should 
conform to those requirements and it is this 
question which the TVA still refuses to 
answer. 


y & pursue the debate further would 
seem somewhat futile. But here is 
the judgment ventured on the incident 
by a Washington daily newspaper com- 
mentator, Carlisle Bargeron: 


The correspondence discloses that the 
editor, not only considering he had pre- 
sented both sides in the first instance, found 
it impossible to get the TVA people to deal 
candidly with him on the points which they 
claimed had been misrepresented. .. . 

It is a pretty situation for the taxpayers 
to contemplate. But it will be much better 


when we get the seven additional TVA’; 
scattered all over the country. Then we will 
be able to see three Planned Economists 
fighting in eight different places at the same 
oar.) Washington Times, Oct. 1, 


All of which reminds this writer that 
the TVA has not yet complied with a 
congressional instruction (due almost a 
year ago) to furnish an allocation of 
costs of certain properties as between 
power and other purposes. If Con 
can’t get an answer from the TVA, what 
can the editor of The Atlantic Monthly 
expect ? 

—M. R. K, 


CoRRESPONDENCE between the Tennessee Val- 
ley Authority and the editor of The At- 
lantic Monthly. Released by direction of the 
TVA Board, September 25, 1937. Knox- 
ville, Tenn. 


STATEMENT by Wendell L. Willkie. Released 
by the Committee of Utility Executives, 
Washington, D. C. September 30, 1937. 





Civil Engineers Attack U. S. Dam Building 


IDE interest was recently attracted 

when four nationally known civil 
engineers, including the present presi- 
dent and a former head of the Ameri- 
can Society of Civil Engineers, con- 
demned, in addresses before the so- 
ciety’s annual meeting in Boston, many 
of the government’s public works 
projects, such as TVA, the Grand 
Coulee dam, the Fort Peck dam, and 
Passamaquoddy, as economically un- 
sound. 

Both Henry Earle Riggs, newly 
elected president of the society (and for 
many years head of the department of 
civil engineering at the University of 
Michigan), and Daniel W. Mead, a past 
president, attacked the elements of 
haste which they declared had charac- 
terized all of those major projects. They 
called for full publicity on all future 
engineering reports on such public un- 
dertakings. 

Both speakers praised the design 
and construction methods of the proj- 
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ects, although they directed their criti- 
cisms at the economic aspects. 

Mr. Riggs had praise on economic 
grounds only for the Bonneville dam 
on the Columbia river, and the economic 
soundness of this, he said, had been un- 
dermined by the subsequent decision to 
construct Grand Coulee on the same 
river. 

Mr. Riggs quoted from engineering 
reports, many of which, he said, had 
never received publicity from the gov- 
ernment, and then summed up his argu- 
ments as follows: 

Passamaquoddy certainly cannot qualify 
as an economic project. There is no de- 
mand for power at that location. If there 
were such a demand the economic thing 
to do would be to build a steam plant for 
six or seven million dollars instead of the 
proposed tidal plant for ten times as mu 

The extensive evidence that was secured 
by the Corps of Engineers of the Army i 
its study of the Columbia river seems to 
show that bringing into cultivation of more 
than a million acres of additional farm lan 
is not a present urgent need, that it 
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The Washington Post 
ANOTHER GOOD LOCATION FOR A CONSERVATION DAM 


only be justified by the sale of vastly more 
power than can be absorbed by the terri- 
tory for several decades in order to sub- 
sidize irrigation, and that there exists no 
engineering report to the effect that the 
area in question can be irrigated by gravity 
for less money. 

Bonneville, were it alone being built, ap- 
pears to be a reasonable project with good 
prospects of being self-liquidating. The 
one great question involved there is that of 
national policy. And the precedent of 
Hoover dam, designed and commenced dur- 
ing a Republican administration, cannot be 
overlooked in considering it. 

The policy of Federal improvement of 
waterways is of long standing. No one 
can question the propriety of spending 
money for navigation on streams like the 
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Ohio and lower Mississippi, which have 
been main arteries of traffic over the life 
of the nation. But to spend a quarter of a 
billion dollars (Fort Peck dam) on such a 
river as the Missouri, which has no traffic 
and has never had any worth the name, 
raises another question. 

Can the nation afford to increase its bur- 
den of national debt in a time when every 
effort ought to be made to eliminate un- 
necessary expense and balance the budget, 
and in addition increase its annual expendi- 
ture for fixed charges, maintenance, and 
operation by more than ten million dollars 
a year, in the hope that a future water- 
borne traffic can be developed? 

The writer thinks the answer is no, but 
wishes to remind you that this problem was 
created by the Republican party. 
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M* Mead, although covering most 
of the government’s large-scale 
engineering projects in a blanket in- 
dictment on economic grounds, directed 
most of his criticism against the Ten- 
nessee Valley Authority and warned 
against passage of the bill now before 
Congress which would divide the coun- 
try into seven districts and set up an 
authority similar to TVA to develop 
and control navigation and power de- 
velopment within their limits. 

He took issue with many of the fig- 
ures and estimates of the TVA, charg- 
ing that sound engineering and business 
practice showed them to be overly op- 
timistic as to income and too low as to 
expenditures. He said he left out of 
consideration the possible injury, be- 
cause of subsidized government compe- 
tition, to already existing power plants 
and transmission facilities in the Ten- 
nessee valley and elsewhere. 

Mr. Mead also questioned the effi- 
cacy of many of the Federal projects in 
controlling floods, saying there seemed 
to be a mistaken idea abroad that “de- 
forestation” was the sole cause of the 
disastrous floods of the last few years. 

He saw only woe ahead if the pres- 
ent trend of government expenditures 
on dams, power, and navigation proj- 
ects, and the like was not halted. Mr. 
Mead stated in part: 

The engineer, through his training and 
through his experience in connection with 
past enterprises, is best fitted to make a 
truthful analysis of the results which must 
be anticipated from most of these great 
projects. If he will assume the responsi- 
bility of informing the public concerning 
these matters, he can materially assist in 
creating and arousing an intelligent public 
opinion that will demand sane and intelli- 
gent consideration of future governmental 
activities. 


Mead, discussing “engineering eco- 
nomics and public opinion,” demanded 
an informed public opinion to prevent 
“such ill-considered and extravagant 


projects.” He said the government’s 
day-labor expenditures had “greatly” 
harmed the construction industry 


“which, under normal conditions and 
when running at normal rates, would 
employ in addition to the number now 
engaged in construction work, an addi- 
tional force fully equal to the number 
now on the relief rolls.” 
Characterizing the Tennessee Valley 
Authority as “utterly ill-advised and 
unwarranted,” Mead stated as follows: 
If there is any honest and intelligent de- 
fense for the expenditure of approximately 
half a billion dollars which is apparently 


now being largely wasted in the Tennessee 
valley, it should certainly be made manifest, 


NOTHER nationally known engineer 
to blast the New Deal’s power 
building program at the Boston meeting 
was Dr. Karl T. Compton, president of 
the Massachusetts Institute of Technol- 
ogy. He said that the Tennessee valley 
projects, among others, were unjustified 
solely on engineering grounds. Al- 
though they might be justified politi- 
cally and because of an emergency, Dr. 
Compton said there is an opportunity 
for “considerable improvement in the 
administration of these country-wide 
programs.” 

In addition to specifying the Ten- 
nessee valley projects, Dr. Compton 
also mentioned by name the Passama- 
quoddy tidal power project in Maine. 

Later during the same meeting, Colo- 
nel William J. Wilgus, noted consult- 
ing engineer, called for a defense “if 
one is possible,” of the committal of the 
people of the United States “to projects 
based on the promoters’ half-baked 
plans,” in an address in which he sup- 
ported Mr. Riggs’ conclusions. 

Colonel Wilgus also opened fire on 
the Florida ship canal project, which, 
he said, had a repugnant look, when “it 
is understood that by the time the canal 
should be completed, in six or more 
years, it would run the risk of being 


already obsolete and unused.” 
—M. M. 


Appresses before the annual meeting of the 
American Society of Civil Engineers. Bos- 
ton, Mass. October 7, 1937. 
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WHAT OTHERS THINK 


The Delaware Corporation 


n excellent little book on “The 


law making between these states, using as 


addi- Delaware Corporation” by Rus- pe ape Bo ope” con low — 
mber ‘ell Carpenter Larcom of the depart- axes and a “liberal” corporation law. 

ment of economics of Massachusetts The primary concern of the study is 
alley State College, one in the series of Johns with the nature of the corporation law 
and Hopkins University studies in historical which has resulted from the competi- 
Ows: and political science, has just been is- tive policy of securing incorporation of 
at de- sued from the press. This is a study of the conditions which have induced busi- 
nately some of the important problems which ness men to seek new powers or privi- 
— have arisen in the organization of large _leges, the manner in which the powers 
aM corporations and the approach is have been granted, and the effects of their 

through the examination of the corpora- operation. 
—_ tion law of Delaware, a leading incor- The subject has been ably handled 
iinr porating state. and the book will be of service both to 
ting As the author states: lawyers and laymen interested in the 
t of The Delaware policy is based upon the ‘evelopment of large business under- 
inol- desire for the revenue derived from the in- takings. 
alley corporation of companies. Certain other : 
states at the present time, as in the past, THe DrLAwAre Corporation. By _ Russell 


have adopted policies based on the same 
motive. The result has been competitive 


Carpenter Larcom. The Johns Hopkins 
Press, Baltimore, Md. 199 pp. Price $2.25. 





Notes on Recent Publications 


AMERICAN BAR ASSOCIATION. SECTION OF 
Pusitic Utitiry Law. Report to the coun- 
cil and section by standing committee to 
survey and report as to developments dur- 
ing the year in the field of public utility 
law. Presented at the Annual Meeting, 
—_ City, Mo., September 27 to October 
, 1937. 


INDUCTIVE COORDINATION OF ELECTRIC POWER 
AND COMMUNICATION Circuits. By Lau- 
rence J. Corbett. Telephony Publishing 
Corp., 608 South Dearborn Street, Chicago, 
Ill. Price $3. 


SPITE Boom IN GENERAL Business ACTIVITY. 
By — C. Mann. The Annalist. October 
1, 1937. 

Ravio, AMERICAN STYLE. By Jascha Heifetz. 
Harpers Magazine. October, 1937. 


THE MIRACLE OF TALKING BY TELEPHONE. By 
F. Barrows Colton. The National Geo- 
graphic Magazine. October, 1937. 


Utmity TAXES AND Utiity RATES IN 
WasHINGTON, D. C.—FALLACIES OF THE 
“WASHINGTON PLAN” As A SOLUTION OF 
THE Power ProBLEM. Speech by Hon. Wal- 
ter M. Pierce. U. S. House of Representa- 


MexIcAN UTILitrEs ReacH Deap ENp, DE- tives, July 22, 1937. 





“Stormy Sunlight” over the Ocean 


‘a HERE are other kinds of storms than those which can be seen or 
heard. A telephone company booklet, describing what happens when 
you are talking across the ocean by telephone, includes the following: 
“In crossing the ocean, the voice impulses often encounter forces of 
elemental fury, no less powerful because they are invisible and in- 
audible. The blue vault above a sunlit Atlantic may be, as indeed it 
seems, delicately in tune with the faintest murmur from an antenna. It 
is quite as probable, however, that it is swept by torrents of electrical 
energy from the sun, and reverberating with the crashes of hundreds 
of distant thunderstorms.” 
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Supreme Court Passes on Utility 
Suits 


ye ¢ - no opinions were handed down by 
the Supreme Court prior to the two 
weeks’ recess taken on October 25th, utility 
industries of all types were vitally concerned 
with the resulting effect of three routine ac- 
tions of the court in passing upon the various 
petitions for review. 

First in importance was the refusal of the 
highest court to review a decision of the In- 
diana Supreme Court in City of South Bend v. 
State of Indiana (reported in 7 N.E. (2d) 
184). In this case South Bend, supported by 
the Indiana League of Municipalities, con- 
tested the validity of a state law taxing 
municipally owned utility plants. The state 
court upheld the statute and the U. S. Supreme 
Court, failing to find any “substantial Federal 
question,” refused to grant a review. The net 
effect is to uphold taxation of municipal plants 
by local authorities where local law permits. 
It was believed that some of the state legisla- 
tures may be induced to consider this new vein 
of state taxation opened by the Indiana 
statute. 

The agreement by the highest court to re- 
view the suit of the Duke Power Company to 
test the validity of PWA financing of the 
Greenwood County, S. C., power plant was 
generally expected in view of the national im- 
portance of the issue. The argument has been 
set for December 6th, immediately following 
another PWA test case brought by the Ala- 
bama Power Company. The latter case in- 
volves only the legal right of the utility com- 
pany to sue to restrain local PWA financing, 
while the Greenwood county case involves also 
the basic constitutionality of such practice by 
a Federal agency. 

The power of New York city to impose a 3 
per cent tax on the gross income of public 
utilities to finance the relief of unemployment 
was the other important issue which the U. S. 
Supreme Court will review, although the date 
of hearing was not specified. 

Regarding the Greenwood county case, Sec- 
retary Ickes, PWA administrator, said he 
welcomed the test. He had recently expressed 
a hope that it would be argued, together with 
the Alabama Power Company case. 

The Duke Power Company suit, directed 
against a $2,582,000 PWA loan and grant to 
the Greenwood county project at Buzzard 
Roost, S. C., was said to be regarded as a 
crucial move in the contest between public and 
private ownership of electric power plants. It 


reached the Supreme Court once before, in 
May, 1936, but in December, without passing 
on the merits of the celebrated issue, the jus- 
tices returned the case to the lower courts 
where, they said, it had not been properly tried. 


Bonneville Adviser Named 


RANK A. Banks, Bureau of Reclamation 

construction engineer at Grand Coulee 
dam, was recently appointed by Secretary Ickes 
to represent the Interior Department on an 
advisory board for the administration of the 
Bonneville project on the Columbia River, 

Banks has been with the department since 
1906. He was chief engineer for the American 
Falls dam project in Idaho and for the Owyhee 
dam project in Oregon before going to Grand 
Coulee. 

The advisory board will aid Army Engi- 
neers and the recently appointed power ad- 
ministrator, J. D. Ross of Seattle, in adminis- 
tering the $75,000,000 development between 
Oregon and Washington. 


FPC Orders Inquiry 


HE Federal Power Commission on Octo- 

ber 18th ordered an investigation to de- 
termine the extent to which public utilities 
under its jurisdiction have been ordered or 
directed by affiliated companies having or pur- 
porting to have control, to transfer securities 
which form part of their assets from local 
offices or banks to certain depositories in New 
York, where they may be hypothecated or 
otherwise put beyond the control of the utili- 
ties and affect their ability to render adequate 
service. 

Without naming any company, the com- 
mission said its attention had been called to 
the fact that certain utilities had so been di- 
rected by an affiliate or affiliated companies. 
It said that, besides other effects, such trans- 
fers would impede or prevent the commission 
or its agents in making proper examination 
of the accounts, books, records, and properties 
of utilities involved. 

The commission also directed all public 
utilities subject to its jurisdiction to retain in 
their custody all bonds, stocks, notes, and other 
securities of every description forming part of 
their assets, until further orders from the 
commission, pending the investigation. 

It made the provision, however, that upon 
notice to the commission, any public utility 
might pledge such securities, notes receivable 
or collateral applicable to such notes, or sell 
or otherwise dispose of the same for some 
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lawful purpose within the corporate powers of 
such utility, compatible with the public interest 
and which may be reasonably necessary or 
appropriate in the conduct of its business. — 

In ordering the investigation, the commis- 
sion authorized its agents to serve copies of 
the order upon such public utilities as the com- 
mission may specify and to conduct such 
examination of the accounts, books, records, 
and properties of the utilities as may be neces- 
sary for the purpose of the inquiry. 


PWA Put on Regional Basis 


arotp L. Ickes, PWA administrator, on 
H October 21st announced the new set-up 
for that organization, placing the entire field 
staff on a regional basis. In announcing the 
selection of the seven regional directors who 
would replace on November Ist the eighty-one 
state directors and state engineer inspectors, 
Mr. Ickes said that the new plan provides for 
the maintenance of a skeleton organization in 
the form of a general staff prepared to serve 
in the event of any future depression emer- 
gency, or to merge into a planned economy 
program should any hereafter be desired or 
adopted. 

Speaking of the “tapering off,” Mr. Ickes 
said that it had “accomplished the purpose for 
which it was created” and while he personally 
believed in the wisdom and value of the perma- 
nent PWA program, this one had “finished 
the job we set out to do.” Reorganization on 
a regional basis, he said, would effect a con- 
siderable reduction in PWA’s field staff per- 
sonnel, 

The new PWA regional directors, who will 
have field charge of the program which has 
a total cost approaching $2,000,000,000 and em- 
braces nearly 3,000 projects now under con- 
struction, contract or allotment, were called 
peace to confer with the central office 
officials, 


FCC Extends Regulation 


T2 Federal Communications Commission 
on October 18th announced that it was 
assuming regulation of the entire radio spec- 
trum, including frequencies from 10 to 300,000 
kilocycles. This decision means that the 
government has undertaken to regulate ten 
times the amount of radio space it hitherto 
controlled, it was said. 

For all practical purposes regulation in the 
past has been limited to that part of the spec- 
trum between 10 and 25,000 kilocycles. In the 
new ranges made available, space has been re- 
served for television, additional bands are 
being provided for army, navy, aviation, and 
police services, and 75 new channels are being 
created for broadcast stations. 

Generally, present radio allocations will be 
undisturbed except on specific application and 
after hearing from broadcasting companies 
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and others interested. The new orders apply 
specifically to the so-called ultra-high-fre- 
quency channels, the waves in which have 
characteristics making them especially adapt- 
able to television and short-distance sending 
with low-powered stations. 


Army Engineers Backed 


HE Atlantic Deeper Waterways Associ- 

ation ended its convention on October 17th 
in Baltimore by approving the construction of 
public works by Army Engineers and by re- 
électing J. Hampton Moore of Philadelphia as 
president. 

The resolution endorsing the Army Engi- 
neers said that proposals had been made to 
transfer jurisdiction over Federal construction 
from the Army to regional boards. The reso- 
lution praised the “skill, knowledge, and in- 
tegrity of the Army Engineers,” and urged 
“the President and Congress to conserve and 

aintain the present efficient system under 
which the improvement of our rivers and har- 
bors for navigation and flood control is im- 
posed upon the Corps of Engineers.” 

A resolution endorsing the Florida ship 
canal was defeated on the floor of the con- 
vention. The members then adopted another 
approving “a canal acrogs Florida” without 
specifying a route or dimensions. 


FCC Reorganization 


RANK R. McNinch, chairman of the Fed- 

eral Communications Commission, on 
October 14th abolished three jobs as the first 
step in carrying out the assignment from the 
President to “put the commission’s affairs in 
order.” 

By scrapping the 3-divisional set-up of the 
commission—telephone, telegraph, and broad- 
casting—Chairman McNinch automatically 
destroyed the positions of director of each of 
these three divisions, which paid salaries of 
$7,500 each a year. He also made it clear that 
nothing in the activities of the three men as 
employees of the commission had been re- 
sponsible for their discharge. 

Chairman McNinch explained that the move 
was made after a full discussion by the whole 
commission and with the unreserved approval 
of every member. 

The chairman stated that the one exception 
to united action of the commission in the 
immediate future on all matters would be the 
special task of Commissioner Paul Walker, 
who is at present engaged on a report of the 
commission’s investigation of the telephone 
system of the country, to finish that report and 
make recommendations to the commission. 


Plants’ Use Studied 


ae possibilities and benefits to 
agriculture were foreseen recently by the 
National Resources Committee from the pro- 
posed $13,710,000 water development program 
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suggested by Minnesota and North Dakota 
and South Dakota for the Red river of the 
North. 

The committee, noting that population in- 
creases have ceased in the river basin, has re- 
ported to President Roosevelt that “it is im- 
perative that precipitation be carefully con- 
served if the present agricultural production 
is to be maintained successfully.” 

Stream flow regulation, storage, and flood 
control and conservation, the committee added, 
would enhance the outlook for development of 
electric power. The report said: 

“The few plants that have been installed 
have been used mainly as supplementary to 
steam plants. If the flow in the streams could 
be more nearly regularized the use of hydro 
plants would doubtless be extended. This ap- 
plies especially to the plants on the Otter Tail 
and Red Lake rivers.” 

The report noted that population increased 
from 1890 to 1910 in the entire basin with 
agriculture reaching a high degree of develop- 
ment as early as in 1900. 


Approves Power Formula 


ae Roosevelt last month gave his 
approval to a plan whereby “yardstick” 
rates for the power soon to be produced from 
Bonneville dam on the Washington-Oregon 
border will be established on a basis of amorti- 
zation of the Federal government’s investment 
over a 40-year period plus 34 per cent interest. 

The President’s approval of this basis, 
reached at a conference on October 27th with 
J. D. Ross, the former Securities and Ex- 
change commissioner recently appointed to 
administer Bonneville power production and 
distribution, was said to be of immediate sig- 
nificance only as far as it applies to the power 
to be produced at Bonneville. 

However, Mr. Ross, one of the President’s 
chief advisers on power, said he thought that 
this basis should be applied to all power pro- 
duced at Federal dams, thus giving the 
formula major importance as a basis for 
power rates at all the tremendous Federal 
projects now under construction or being 
considered. 

Mr. Ross said that President Roosevelt had 
approved this formula for the Bonneville 
power and added that he would be able to fix 
the rates from it as soon as the Federal Power 
Commission makes a finding as to how much 
of the $51,000,000 which represents the total 
cost of Bonneville is properly to be charged to 
power. Such a decision is necessary, it was 
said, because the Bonneville dam is also a 
navigation project. 

Mr. Ross, an engineer and an advocate of 
public ownership of power, who ran the Seattle 
plant for many years and whose stewardship 
in that post once caused the recall of a mayor, 
envisioned a great grid of federally owned 
power throughout the Northwest and possibly 
throughout the country, all the rates being 
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based on the formula agreed upon by the 
President. Mr. Ross said: 

“We ought to be businesslike about this 
thing and pay Uncle Sam back the money he 
puts up.” 

He agreed that probably there would have 
to be some adjustment in the present rates at 
Boulder dam, which is basing its rates to 
Los Angeles business men on a 4 per cent 
interest rate formula. 

Mr. Ross declared that the electricity being 
produced by the Tennessee Valley Authority 
could not be considered in a national scheme 
because the TVA is an experimental proposi- 
tion and as yet has not contemplated any 
formula for fixing rates on the basis of a 
return to the government of the money it puts 
out. 

Mr. Ross declined to discuss the effect of 
state, Federal, and local taxes in determining 
the rate “yardstick.” He said that the subject 
was under study now, and agreed that the 
freedom of public projects from a tax burden 
which sometimes takes as much as 20 or 22 
cents from the private utilities’ dollar must be 
considered in establishing any “yardstick.” 

One of the first things which should be done, 
Mr. Ross said, was the connection of Grand 
Coulee dam with Bonneville by a power line. 
The connection is a necessity, he insisted. 


FPC Queries Utilities 


A QUESTIONNAIRE requiring a large amount 


of information within seven days was 
mailed on October 27th by the Federal Power 
Commission to every public utility within its 
jurisdiction. The questionnaire followed Order 
Number 46, promulgated on October 18th (see 
page 664), requiring public utilities to retain 
in their custody, until further notice, all stocks, 
bonds, or securities comprising a part of their 
assets and ordering an investigation to deter- 
mine the extent to which such utilities have 
been directed by companies which control them 
to transfer securities from their custody. The 
information required included: 

1. All securities composing a company’s 
assets and the exact physical location of each 
security for the period from July 1, 1937, to 
the date of filing. 

2. Every sale, transfer, encumbrance, pur- 
chase, lease, loan, optional arrangement, under- 
standing, undertaking of sale or purchase, 
change of custodian or change of deposit of 
such securities for the period from July 1, 
1937, to the date of filing. 

3. Every communication of any nature 
emanating from the controlling company or 
companies of such utilities relative to the sale, 
encumbrance, change of custodian or place of 
deposit of such securities. ; " 

4. The name and address of the immediate 
company or companies controlling the re- 
porting company with specifications as to the 
means by which the control is accomplished 
and maintained. 
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Alabama 


Utility to Quit Section 


HE Alabama Power Company will aban- 

don service in Sheffield and the surround- 
ing territory beginning December Ist, under 
an order issued October 11th by the state pub- 
lic service commission. The Alabama com- 
pany is withdrawing in favor of the municipal 
distribution system of Sheffield which will use 
power purchased from the TVA. 


The case came before the state commission 
late in September and both parties agreed to 
withdrawal of the Alabama Power Company. 
In case the municipal system is not entirely 
ready, the power company is authorized to 
withdraw such portions of its system as 
parallel municipal distribution lines as are in 
service and to continue supplying current 
where the local system is not completed, it 
was said, 


Arizona 


Issues Rate Order 


HE state corporation commission last 

month issued an order directing the Tuc- 
son Gas, Electric Light and Power Company 
to drastically reduce its light and power rates 
on November 15th. The decree will effect a 
saving to the consumers of $256,000 annually, 
it was announced. The commission’s action 
ended an 18-month investigation into the 
utility’s rate set-up. 

In reducing the utility’s valuation from ap- 
proximately $5,500,000 to $4,238,886, the com- 
mission fixed the company’s future earnings 
“slightly in excess” of 6% per cent. New rates 
for city residential electricity are 7 cents for 
the first 20 kilowatt hours per month, 4 cents 
for the next 80 kilowatt hours, 3 cents for the 
next 200 kilowatt hours, and 2 cents for all 
over 300 kilowatt hours. 

Rural residential electricity costs range from 
8 cents on the first 20 kilowatt hours to 2 
cents for over 300 kilowatt hours monthly. 


City commercial rates start at 7 cents for 
the first kilowatt hour monthly, with a cost of 
2 cents per kilowatt hour to consumers using 
over 800 kilowatt hours. Rural commercial 
rates range from 8 cents to 2 cents. 

The utility’s combination light and power 
rates were eliminated in the order. The com- 
mission said it would follow a policy of re- 
jecting all combination schedules and fix 
straight residential and commercial rates in 
both city and rural districts. 

The accumulation of approximately $1,500,- 
000 in the utility’s depreciation fund led to a 
reduction in depreciation allowances from 34 
to 24 per cent, and the commission refused to 
allow the company an allowance of $460,000 
for uncollectible bills and “going concern 
value.” 

Failure of the state legislature to provide 
sufficient funds has “seriously handicapped” 
the commission in its efforts “to protect utility 
ratepayers,” the corporation commission’s 
order said. 


Arkansas 


Rural Development Sets Record 


a Thomas Fitzhugh of the state 
J utilities commission recently said more 
miles of rural electrification lines would be 
constructed and more rural homes would be 
serviced this year than in all previous years. 
He said: 

“The rural electrical development between 
January 1st and September 15th of this year, 
together with the lines under construction and 
definite commitments for rural projects will 
cost $1,747,162. These funds will construct 
1,960 miles of rural lines and serve 7,944 farm 
homes.” 

_ He reported that his department would 
issue an illustrated educational pamphlet the 
latter part of October on rural electrification 
in Arkansas. The pamphlet would include a 
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resumé of the department’s activities in ex- 
panding rural electrification in the state, the 
history of the program in Arkansas, maps 
showing electrified areas and areas which will 
be served, uses of electricity in farm homes, 
methods of obtaining electrification projects 
and tables showing how and where money has 
been spent for rural electrification in the state. 

The pamphlet was to be sent to farm homes, 
schools, colleges, and extension service bul- 
letins. It also would be used by the state Pub- 
licity Advisory Committee. 


Rural Line Permit Issued 
T= Arkansas Power and Light Company 

received a permit from the state utilities 
commission last month to construct 503.2 miles 
of rural electric lines in 19 counties at a cost 
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of $323,890. The lines will serve 1,652 cus- 
tomers. The permit said that funds for the 
project would be obtained from the Rural 
Electrification Administration on a long-term 
loan, 

Counties in which the lines will be con- 
structed are Dallas, Saline, Clark, Garland, 
Hot Spring, Searcy, Newton, Marion, Boone, 
Jackson, White, Sharp, Izard, Independence, 
Van Buren, Scott, Yell, Pope, and Conway. 
The power company estimated that gross 
revenue from the four projects when com- 
pleted would total $67,283. 

The commission held in a separate order 
dealing with an intervention by the state 
Forestry Commission in the power company’s 
application in Grant and Hot Spring counties 
that the Arkansas Power and Light Company 
should not compensate the Forestry Com- 
mission for possible damage to its single cir- 
cuit telephone lines. The commission said 


“this order shall not be construed to affect any 
rights or interest the state Forestry Commis- 
sion may have in prosecuting its cause ber..re 
the courts.” 


Votes Down Waterworks 


t Dorado voters last month defeated a 

proposal to purchase the local water- 

works system from the Arkansas Power and 
Light Company. 

The purchase proposal, defeated 793 to 324, 
was submitted by the city council after it had 
worked out details with Mayor George R. 
Crosley. Under the plan the city would have 
purchased the waterworks system for $655,000, 
using funds obtained in a bond sale. The bonds 
were to be retired in thirty years, and no in- 
crease was to be made in taxation. George 
W. Mason, former local newspaper publisher, 
led the opposition to the move. 


California 


Plans Power Expansion 


Fg ge step was taken by the Los Angeles 
city council recently in bringing to frui- 
tion the $23,000,000 construction program of 
the power bureau. A resolution authorizing 
the Water and Power Commission to sell 
$1,200,000 power revenue funds was ordered 
drafted. Another instrument called for issu- 


ance of $9,000,000. With this $10,200,000 it is 
proposed to start work soon on either a third 
circuit to Hoover dam or a steam plant. The 
whole project will cost $23,000,000. 

The council also approved action of the 
commission in hiring A. B. Roberts, consult- 
ing engineer, at $5,000 and expenses, to pre- 
pare a report on the power system for use 
in disposing of the bonds. 
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Co-op Receives Allocation 


HE Federal Rural Electrification Adminis- 

tration last month announced a $270,000 
allocation to the Eastern Iowa Light and 
Power Cooperative, of Davenport, for con- 
struction of transmission lines in four coun- 
ties. The allocation is the third to an Iowa 
coéperative since the REA halted its rural 
electric program in that state because of a 
controversy over power line interference with 
rural telephone lines. 

The REA said that in this instance and the 
two previous cases in which it had made allo- 
cations, the administration had received as- 
surances that interference question would not 
be raised by telephone companies. 

The interference question—whether co- 
operatives should be required to pay for inter- 
ference elimination—also has interrupted the 
program in Kansas, REA said, and is “causing 
some trouble” in Indiana. In Iowa experi- 
ments are under way to “filter out” inter- 
ference by mechanical devices. 

The $270,000 allocation is the fifth made to 
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the Davenport codperative and brings to $749,- 
712 the amount of REA funds provided for 
lines in Muscatine, Louisa, Clinton, Scott, and 
Cedar counties. The codperative has a request 
pending for $115,000 additional. 


Phone Report Studied 


ECOMMENDATIONS to be made to the state 
commerce commission on elimination of 
interference between rural electric power 
lines and independent telephone lines were re- 
ported this month being studied by a commit- 
tee recently appointed by the state commission. 
The commission has pending before it the 
request of six Iowa rural electric codperatives 
that its rules on costs of eliminating inter- 
ference be changed. The rule provides that 
when power lines are constructed so as to 
cause interference with already existing tele- 
phone lines, a settlement must a made by the 
power firms with the telephone line owners. 
The rural codperatives have asked that the 
rule be altered, contending they cannot pay the 
costs of eliminating such interference. 
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Minnesota 


Raps Rural Rule 


ig a significant action expected to be taken 
to the courts, the Linsmore Codperative 
Telephone Company on October 19th protested 
before the state railroad and warehouse com- 
mission a rural electrification regulation com- 
pelling replacement of all grounded rural com- 


munication lines with metalized systems. 

The telephone firm charged the Nobles 
County Cooperative Electric Project No. 66 
with attempting to compel installation of the 
metalized telephone lines. In the first place, 
the Linsmore codperative complained, the 
change would be of prohibitive expense and 
might put the company out of business. 


Missouri 


River Project Vetoed 


HE Federal Power Commission on October 
18th denied an application by the Gasco- 
nade River Power Company, Kansas City, Mo., 
for a license to build a hydroelectric devel- 
opment on the Gasconade river in Phelps and 
Pulaski counties. In its opinion, the commis- 
sion said the company was responsible for de- 
laying development of the power site since 1928 
and that its financing plan was undesirable. 
The company filed application for a prelimi- 
nary permit in 1928 and for a license in 1932. 
It wrote the commission last July 7th asking 
final action be deferred “for a period of at 


least one year in order that we may have 
further opportunity to market our power and 
arrange for the financing of construction,” and 
two additional years to begin construction. In 
refusing, the commission said: 

“If granted, this would mean that the ap- 
plicant had been given priority for a period 
of nearly eleven years before being placed 
under the obligation of beginning actual con- 
struction. It is clear that such an extended 
monopolization of the rights of priority to a 
water power site on one of the navigable waters 
of the United States is not in harmony with 
either the letter or the spirit of the Federal 
Power Act.” 


Nebraska 


State Wins Suit 


|b peers Judge Nisley recently upheld the 
contention of the state of Nebraska that 
it should be recompensed by the Platte Valley 
Public Power and Irrigation District for land 
used by the district in its Sutherland reser- 
voir, 

The power district attorneys said the state 
had no authority to bring the suit without legis- 
lative sanction. The suit was filed against the 
district several months ago by Assistant At- 
torney General Overcash. The state’s petition 
claimed it had never received payment for a 
section of land in the center of the reservoir. 
It asserted the land was granted to the Federal 
government for school purposes, but the power 
district utilized the land without obtaining 


the necessary permission from the state. 


Set Date for Gas Service 


HE McCook city council last month took 

steps to force compliance with an ordi- 
nance designed to bring natural gas to the city. 
A resolution gave the Citizens Natural Gas 
Company until February 15, 1938, to furnish 
the city with natural gas, as agreed in the terms 
of a franchise granted several years ago. 
Under the agreement, the firm would pipe 
natural gas into the city when it became avail- 
able within a 30-mile area of McCook. 

The council’s resolution said if the company 
fails to comply by February 15th, the question 
of granting a new franchise will be voted on 
by citizens at the next spring election. 


Ohio 


Reject Refund 


A offer of the Ohio Bell Telephone 
Company to settle the statewide rate cases 
with a refund of $6,600,000 to telephone sub- 
scribers has been flatly rejected by Attorney 
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General Herbert S. Duffy, it was learned re- 
cently. 

The offer of a settlement was rejected, it 
was reported, because the attorney general 
was convinced that a larger refund should be 
made to the telephone subscribers in the 45 
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exchange territories affected by the rate case. 

It was said discussion of a settlement came 
up while Duffy’s assistants, charged with the 
prosecution of the rate case, and counsel for 
the telephone company were making a check- 
up of valuation figures in an effort to eliminate 
all agreed items before presenting the case to 
the state utilities commission again. 


The rate case, which started in 1924, went 
to the U. S. Supreme Court and was remanded 
to the utilities commission for a breakdown 
of the refunds ordered between the 45 ex- 
changes affected by the case. The utilities com- 
mission had ordered refunds amounting to ap- 
proximately $12,000,000, which together with 
interest would make the total about $18,000,000, 


or 
Oklahoma 


Phone Brief Flayed 


R= Bond, chairman of the state corpora- 
tion commission, last month took excep- 
tion to a brief filed in the state supreme court 
by attorneys for the Southwestern Bell Tele- 
phone Company in the case seeking hearing 
on value of all properties in the state. 

It was charged the company was “harassed 
by an antagonistic commission, prosecuted by 
its judges and judged by its prosecutors.” 
Chairman Bond stated : 


“The state supreme court sustained the com- 
mission in the Tulsa telephone case, the only 
one appealed from decision of the present 
commission. Thus is held the commission’s 
findings reasonable, just and fair. If counsel 
for the telephone company devoted more 
thought to the law and evidence and less time 
to an alleged antagonism of the antagonistic 
commission, judges who prosecute and ac- 
cusers who judge, counsel could expedite final 
adjudgment of the Oklahoma City case now 
pending in the court.” 


Oregon 


Win Rate Slash 


HE new reduced schedules for consumers 

of electricity in the Portland area, re- 
cently announced by the state utilities com- 
missioner, will lower residential and commer- 
cial lighting rates to a practical parity with the 
widely publicized Seattle rates, an analysis has 
revealed. In some instances, it was said, the 
Portland rates will be even slightly lower than 
Seattle’s. 

The new Portland rate of $1.50 for normal 
* residential lighting with 30 kilowatt hours of 
energy will be identical with that in effect in 
the sound city. The Portland rate for 240 kilo- 
watt hours for average residential lighting, 
refrigeration, and cooking will be $5.89, or 11 
cents lower than Seattle’s $6 rate. 

Further interpretation of the reductions in- 
dicated that two large groups of residential 
customers would receive the principal benefits 
of the new rates, which become effective Nov- 
ember 26th. Those who use between 18 and 
30 kilowatt hours a month, as for small home 
lighting and very limited use of small appli- 
ances, will save up to 9 per cent and minimum- 
bill customers will get 20 kilowatt hours for 


$1 in place of the present 18. The second group 
to be benefited substantially includes residential 
customers whose bills are now calculated ona 
basis of demands in excess of 700 watts. The 
new residential lighting rates are as follows: 
Five cents per kilowatt hour for the first 34 
kilowatt hours per month; 3 cents per kilowatt 
hour for the next 40 kilowatt hours per month; 
1-8/10 cents per kilowatt hour in excess of 
74 a month. 


Urges City Buy Utility 


Mv Carson last month signed an option 
for the purchase of the Northwestern 
Electric Company and then recommended to 
the Portland city council that it open negotia- 
tions to acquire the Portland General Electric 
Company, too. 

The mayov’s act was said to have followed 
an expression from J. D. Ross, new adminis- 
trator of th: Bonneville dam, that it is not 
sound econonics to have a privately owned 
and publicly cwned utility in competition. The 
mayor said he helieved Mr. Ross’s stand in 
this matter was sounc. The mayor’s signature 
extended for ten years the city’s option to buy. 


Pennsylvania 


month wrote the council advocating restora- 
tion of the old 24 per cent gross receipts tax 
against Duquesne Light Company. 

The city once collected such a tax from the 


Urges Restoration of Tax 


wr F. Beatty, Republican candidate 
for the Pittsburgh city council, last 
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Pennsylvania Light, Heat & Power Company, 
since absorbed by Duquesne Light. At the 
merger, the receipts tax averaged about $5,000 
annually and the tax ordinance was amended 
to provide a flat annual fee of that amount. 
Today, the receipts tax would net about $60,- 
000 a year. 

Restoration of the tax, Mr. Beatty said, 
would be “especially proper” because of the 
state legislature’s failure to enact the Holland 
utility real estate law which would have pro- 
vided the city a quarter-million in additional 
revenue from all utilities. 


Consumer Dividends 


HE state public utility commission, it was 
learned recently, is expected to order utili- 
ty companies to declare periodic “dividends” to 
their customers, constituting a return of all 
earnings over 6 per cent. This will be done 
through the application of the “sliding scale,” 
which provides for automatic financial read- 
justments of utilities to guarantee that their 
earnings will not exceed the established limit. 
The commission was said to be contem- 
plating the establishment of a bureau to re- 
ceive periodic reports from utility companies, 
probably quarterly. “Every time we see that a 
utility company is making more than it should,” 
a commissioner said, “we will order it to re- 
turn all of the surplus to its customers on a 
pro rata basis.” 

Pennsylvania, it was said, would be one of 
the very few states in the Union to adopt this 
policy, imported from England. In England, 
however, the surplus is divided in half, going 
to both the utility and-the consumer. It was 
the plan of the commission to return this 
money to the customers only. A spokesman 
pointed out: 

“The sliding scale is a necessary adjunct to 
any campaign to reduce rates. If we reduce 
rates the utility company will expand its busi- 
ness, get more customers, and before we know 
it, start earning more than they were before 
the slashes were ordered. The sliding scale 
will take care of this.” 

The earning basis, it was explained, would 


be computed on a “fair valuation” of the com- 
pany in question. 


Rate Cuts Ordered 


HE state public utility commission on Octo- 

ber 20th ordered, without hearing or no- 
tice, a $3,107,000 reduction in rates of the Phil- 
adelphia Electric Company. The action tested 
a previously untried clause in the state’s new 
public utility law, enabling the commission to 
impose “trial rates” for a six months’ period, 
when earnings warrant such action. The Phil- 
adelphia rate reduction was said to be the 
largest ordered in Pennsylvania. 

The company serves 665,000 customers in the 
metropolitan area. The savings will be dis- 
tributed mainly to domestic consumers and ad- 
justments of the rates paid by commercial and 
other consumers. The commission based its 
action solely on the company’s annual reports 
to the commission for 1936 and official infor- 
mation in the commission files. 

The commission found the company’s rate 
base of $236,359,507 at the 6 per cent rate of 
earning permitted by the commission would 
authorize earnings of $14,181,570. Instead, the 
company’s profits for 1936 were declared to 
be about $22,000,000. 

The Philadelphia “trial rate” was ordered 

simultaneously with the state commission’s 
fourth application of its power to impose tem- 
porary reduced rates in the hearing of a rate 
case. This fourth order of temporary rates 
will bring $795,900 annual savings to customers 
of the Metropolitan Edison Company of Read- 
ing. 
The Reading reductions were ordered to re- 
main in effect until the final outcome of the 
commission’s investigation of its rates, but in 
this case the state commission imposed its own 
temporary rates and ordered the company to 
file new tariffs for all but a few commercial 
users by October 29th. 

The commission’s reductions were in addi- 
tion to voluntary reductions made by the 
Metropolitan Edison since January Ist, and if 
the new rates stand, the total annual saving to 
Metropolitan’s consumers will be $1,439,900. 


South Carolina 


Santee-Cooper Facts Outlined 


Creams features of the $37,500,000 
\¥ Santee-Cooper hydroelectric and naviga- 
tion project have been put together in a 
pamphlet recently published by the South 
Carolina Public Service Authority. 

The pamphlet contains a reproduction of a 
drawing showing how far the development’s 
electric and navigation benefits would spread, 
principal cities on the map including Asheville, 
Augusta, Greenville, Spartanburg, Charlotte, 


671 


Fayetteville, Lumberton, Florence, Camden, 
Sumter, Manning, and others. 

Pertinent facts published concerning hydro- 
electric power and electrical distribution are 
as follows: 

The project, developing a maximum head of 
78 feet, and backed up by 12,000,000,000 cubic 
feet of storage capacity in its two huge 
reservoirs, will have an annual average output 
of 650,000,000 kilowatt hours of hydroelectric 
power at a cost of only three-tenths of a cent 
per kilowatt hour. 
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Five hundred and eighty-six circuit miles 
of high-capacity transmission lines are in- 
cluded in the project, connecting with existing 
systems and forming a grid work for the sup- 
ply of electricity to farm, home, and factory 
over a wide area hitherto denied the economic 
benefits that flow from an abundant supply of 
low priced power. 

The cost of completing the development is 
$36,000,000. Plans have been approved by the 
War Department and the Federal Power Com- 
mission, and application for financing on a 
self-liquidating basis was said to be pending 
before the Public Works Administration. 


Phone Rates Cut 


Siero reductions in telephone rates 
for 16 cities and towns, and other cuts in 
charges affecting every exchange in the state 
were announced on October 13th by the state 
public service commission. The aggregate sav- 
7 per year to users has been figured at $173,- 


Columbia is one of the cities affected. Busi- 
ness telephones costing the user $6.25 per 
month would carry a charge of $6 a month 
under the new rate schedule, and there was a 
similar reduction of charges for residential 


telephones. Other cities and towns affected 
were: Charleston, Greenville, Spartanburg, 
Florence, Anderson, Orangeburg, Graniteville, 
Greer, Clinton, Darlington, Bennettsville, 
Camden, Union, and Aiken. 

The reductions followed a long series of 
conferences among members of the commis- 
sion and officials of the various telephone com- 
panies. It made a possible investigation by 
the commission with a view to reducing rates 
unnecessary. 

The state commission issued the following 

statement concerning the reduction: 
_ “The reductions brought about by this ad- 
justment of telephone rates will be effective on 
billing dates commencing November 1, 1937, 
and will effect a saving in excess of $173,000 
per year, which reduction added to $154,000 
secured by* commission January 1, 1935, 
$20,000 April*20, 1936, and $30,400 on June 1, 
1936, makes a total of approximately $380,- 
000 in reductiohs secured by the South Caro- 
lina Public Service Commission from the 
Southern Bell Telephone and Telegraph Com- 
pany since January 1, 1935. This amount added 
to reductions secured from independent tele- 
phone companies during the same period will 
make the total saving to South Carolina tele- 
phone users exceed $400,000 per year.” 


‘Tennessee 


Bonds Ruled Valid 


C2 Thomas B. Lytle on October 
12th ruled valid an act of the state legis- 
lature which authorized the city of Fayette- 
ville to isstie $150,000 worth of bonds for a 
re system to distribute TVA 
current, The*%tourt ruled that “Chapter 263, 
Private Acts of 1937, fully squares with the 
Constitution and in no way violates Article 2, 
$17 thereof.” 


The Tennessee Electric Power Company had 
brought a suit attacking the constitutionality 
of the act and attempted to restrain the issu- 
ance of the bonds. The court ruled that the 
act differed from a 1935 act of the state legis- 
lature, under which the city of Columbia pro- 
ceeded, and which the court ruled invalid in 
1937. The act under which Fayetteville pro- 
ceeded gives the mayor and aldermen author- 
ity to issue the power bonds without a vote of 
the people. 


Texas 


Tax Measure Dies 


A omnibus tax bill to provide revenue de- 
manded by the Governor for social secur- 
ity and general fund financing died on October 
27th in a deadlock precipitated by house op- 
position to a conference committee draft as 
the state legislature completed its work of 
the session. 

With clocks turned back to permit enrolling 
of noncontroversial bills, Speaker R. W. Cal- 
vert told the house the session’s tax bill was 
dead and members began leaving. 

Demise of the bill that started in the house 
as a $10,000,000 measure and dwindled to $3,- 
500,000 in the conference committee also was 
accepted in the state senate as members 
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waited for the last bills to be enrolled. 

Governor James V. Allred, who sat in the 
house during proceedings while the omnibus 
bill to which house conferees would not agree 
died a slow death, reaffirmed that he would 
not call another session to renew his demands 
for nearly $15,000,000 in new revenue. He 
said he “couldn’t raise any more at another 
session than at this one.” 

The proposed tax legislation as originally 
sought by Governor Allred would have in- 
creased sharply the levies on gas, electric, 
telephone, and water utilities; but all of the 
higher utility taxes except a small increase 
on natural gas were eliminated from the bill 
during its consideration by the senate. 
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Enforcement of Temporary Rate Reduction 
Order Is Restrained 


FEDERAL court of three judges 

granted an injunction to restrain 
the enforcement of an order of the Penn- 
sylvania commission requiring a tempo- 
rary rate reduction pending final deter- 
mination of a rate investigation under 
the provisions of the newly enacted § 
310 of the Pennsylvania Public Utility 
Law. This statute, which is similar to 
the New York temporary rate law up- 
held by the New York Court of Appeals 
in Bronx Gas & E. Co. v. Maltbie, 
(1936) 271 N. Y. 364, 14 P.U.R.(N.S.) 
337, 3 N. E. (2d) 512, authorizes the 
commission to reduce rates temporarily 
and directs the commission to consider 
the effect of such rates in finally fixing 
rates. 

All of the judges agreed that the com- 
mission in establishing temporary rates 
should make such findings as would in- 
form the court as to whether the utility 
has been deprived of legal and constitu- 
tional rights, and two of the judges held 
that the failure of the commission to 
make such finding justified the issuance 
of the injunction. The third judge, how- 
ever, believed that the collection of 
temporary rates should be stayed for a 
period of fifteen days to afford the com- 
mission an opportunity to state the ele- 
ments of fair value on which the tempo- 
rary rates were based. 

The two judges concurring in the re- 
sult also expressed the opinion that the 
commission in fixing temporary rates 
should consider those elements which the 
Supreme Court has said must be con- 
sidered in fixing a fair rate to such an 
extent that confiscatory temporary rates 
will be avoided. They observed, how- 
ever, that these elements need not be 
considered with the same care, particu- 
larity, and thoroughness with which 


they might be considered in fixing final 
rates. 

One of the concurring judges and the 
dissenting judge expressed the opinion 
that the statute itself was constitutional. 
District Judge Johnson, after discussing 
the effect of the decision by the United 
States Supreme Court in Prendergast v. 
New York Teleph. Co., 262 U. S. 43, 
P.U.R. 1923C, 719, where temporary 
rates were held to be confiscatory, said : 


It was the evident purpose of the Penn- 
sylvania legislature, in passing this act, to 
meet the criticism of the Prendergast Case, 
and to remove the burden placed upon the 
consuming public. The act provides that the 
temporary rate shall provide a return of 
not less than 5 per centum upon the original 
cost, less accrued depreciation, of the 
physical property of the public utility, used 
and useful in the public service. ... 

The act requires the public utility com- 
mission, in fixing the final rates, to consider 
the experience of the temporary rates, and 
if the final rates are in excess of the tempo- 
rary rates, the public utility is permitted to 
recover the difference by temporary rate in- 
creases. If any temporary loss is suffered, 
the difference is made up to the utility in 
the final rates, and thus fair rates are se- 
cured, confiscation avoided, and the consti- 
tutional requirement met. 


Circuit Judge Davis, however, was of 
the opinion that the statute itself was 
unconstitutional. On this point, he said 
in part: 

It has been argued that the recoupment 
provision of the Pennsylvania act avoids the 
infirmity in the New York act which the 
court pointed out in the Prendergast Case. 
This argument in effect means that it is 
proper and legal to violate the Constitution 
if at some future time that violation may be 
corrected wholly or in part. In other words, 
it is perfectly all right and permissible to 
take one’s money by force if by and by it 
may be partly returned to him. If that is so, 
how long may the Constitution be violated 
during which time the injured party is with- 
out remedy?... 
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Further, the provision for recoupment is 
not entirely effective. It does not provide 
for interest on the money, which the com- 
pany loses during the trial period while the 
final rates are being fixed, and if it did so 


require, considerable portions of the prin- 
cipal lost might never be recovered. 


Edison Light & Power Co. v. Driscoll 
et al. 


e 


City and Utility Rights 


NDER a franchise contract which 

does not provide for orderly ad- 
justment of mutual rights upon fran- 
chise expiration, a municipality has a 
right to insist that operations cease and 
the utility company has a right to aban- 
don service when the franchise expires. 
These are strictly legal rights, but, ac- 
cording to a decision of the court of 
chancery of Delaware, a court of equity 
may properly intervene to the end that 
the assertion of strict legal rights by 
either party may temporarily be stayed 
in the interest of saving the other from 
immediate loss or inconvenience which 
otherwise would be entailed. 

As a practical matter, it was said, a 
utility company could not supply cur- 
rent up to the last minute of the last day 
of its franchise and be off the streets by 
the first minute of the day when its right 
to occupy the streets has ceased. Neither 
the municipality nor the utility company 
in this case had pursued a course founded 


on Franchise Expiration 


on strict contractual conception, but 
the utility had continued with the sery- 
ice and the town had suffered the streets 
to be continued to be occupied. The 
court issued a decree which would re- 
quire the utility to remove its facilities 
from the. streets and discontinue its 
service not later than a designated date 
and not earlier than a somewhat earlier . 
date when a new grantee of a franchise 
should have its facilities established for 
furnishing electric service. 

The court said that while it is the law 
that a public utility has no right lawfully 
to occupy the streets after termination 
of its franchise, yet the municipality 
will not be permitted to insist upon an 
immediate ejection. A reasonable time 
will be afforded. A converse equity, it 
was said, must in reason exist in favor 
of the municipality, especially in view of 
the great interests of the local public. 
Seaford v. Eastern Shore Public Service 
Co. 194 Atl. 92. 


7 


Interest Allowance on Deposits by Consumers for 
Municipal Plant Service 


roe New York commission, after 
asserting its jurisdiction to regu- 
_ late the interest rate to be paid by mu- 
nicipalities upon consumers’ deposits to 
guarantee payment for service, author- 
ized municipal utilities to require de- 
posits but limited the amount of such 
deposit to an estimated two months’ bill 
and required that simple interest at the 
legal rate of 6 per cent should be paid 
or credited at 2-year intervals. The 
commission was of the opinion that it 
was not unreasonable to require a uni- 
form practice on the part of munici- 
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palities similar to that required of pri- 
vate corporations by the legislature 
under the Transportation Corporations 
Law. 

Evidence was submitted as to the prac- 
tice of various municipalities in requir- 
ing deposits and paying interest. There 
was a great variation in the practice. 
Some sentiment was in favor of paying 
the same rate that would be received by 
the municipality on certificates of de- 
posit, but the commission did not see 
fit to limit the interest allowance to pre- 
vailing bank interest. It was said that 
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little weight should be given to the con- 
tention that a person depositing money 
in a savings bank can earn no more than 
2 per cent interest. The commission 
pointed to the fact that a person uses a 
savings bank voluntarily while, if a de- 
posit is required, the customer has no 
option even though he can use the money 
more advantageously. 

While the uniform system of accounts 
for municipal utilities requires a sepa- 
rate account for consumer deposits, this, 
it was said, is an accounting procedure 
designed to keep the records accurate 


and does not require or even infer that 
the funds accumulated from such de- 
posits must be segregated. 

In regard to the question of using such 
deposits as active working capital, the 
commission said that conditions would 
be very unusual if any considerable 
number of customers would discontinue 
service and demand refunds of deposits 
at any one time and on that account it 
decided such use was not objectionable. 
Re Consumers’ Deposits of Municipali- 
ties Supplying Electric Service (Case 
No. 9165). 


e 


Interference by Electric Lines with Telephone 
Circuits on Highways 


LECTRIC transmission companies and 
telephone companies have the right 
to use the public highways in the state 
but neither has the right to use such 
highways to the exclusion of the other, 
according to a declaration by the Kansas 
commission. It is, therefore, the duty 
of any utility using the highways for 
transmission purposes to construct its 
lines according to the best known 
methods to prevent interference. 
The commission, on an application by 
a codperative association for approval 
of plans and specifications for the con- 
struction of a transmission line, said 
that approval would be denied unless the 
plans and specifications were so modi- 


fied as to provide that no conductor of 
the electric transmission line should be 
grounded where grounded telephone 
lines use the same highway. The com- 
mission said concerning its powers: 


Under § R. S. 66-183, the commission has 
the power to prescribe reasonable rules and 
regulations with respect to stringing and 
maintaining wires on the highways of the 
state where there is danger or possibility of 
unreasonable interference to the wires or 
service of one utility by those of another 
utility, but the commission does not have the 
power to assess damage in favor of one 
utility as against another. 


Re Brown-Atchison Electric Codéper- 
ative Association, Inc. (Docket No. 
17,631). 


e 


Severance Damages upon Municipal Acquisition 


of Property 


HE California commission, in de- 
termining the compensation to be 
paid by a municipality for property of 
the Pacific Gas and Electric Company, 
ruled that an allowance must be made 
for severance damages and explained its 
views as to the elements making up this 
item as follows: 
We believe that the damage to the busi- 


ness remaining to the company, as distin- 
guished from the damage to the physical 


property remaining, is, under the law, a 
compensatory item. But it is essential that a 
clear distinction be maintained between 
damage to the business which is not taken 
and the allowance made for the business 
actually taken and included in the award of 
just compensation for the property and 
rights condemned. Certainly the law does 
not contemplate that, when an award is made 
to compensate for the property and rights 
taken, which award properly reflects the po- 
tential earnings from the business attached 
to that property, there should again be made 
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an allowance under the head of severance 
damage to compensate for the loss of those 
same earnings. 

The necessary costs of construction, re- 
construction, and removal of facilities to be 
incurred by the company in reéstablishing 
its electric service in the areas adjacent to 
the city of Redwood City properly consti- 
tute allowable damages to the remaining 
system. The large difference in the claims 
presented by the interested parties is due, 


of the described facilities from the balance 
of the system. In determining severance 
damages of this nature, the conditions that 
control are those existing as of the date of 
application, and costs of reconstruction of 
physical facilities necessary in order to com- 
ply with statutory requirements are proper 
charges to be included in the award for 
damages. A proper allowance will be made 
covering the necessary costs of construction, 
reconstruction, and removal of facilities, .. , 


fundamentally, to the method of approach, 
and to the requirements to be met in order 
to render service in the adjacent areas after 


City of Redwood City v. Pacific Gas & 
the taking, similar to that which was en- Electric Co. (Decision No. 30033, Ap- 
joyed within the city prior to the separation plication No. 19824). 


e 


Electric Utility Customers Are Free to Transfer 
to Cooperative Associations 


to the wholesale company. It was said in 


F gen y was granted by the Wis- 
part: 


consin commission for the aban- 
donment of service by the Sylvan Elec- 
tric Company, a small corporation, and 
for authority to dissolve, upon a showing 
that all the customers desired to be con- 
nected to a rural codperative association. 
Objection was made by an electric utility 
company from which the small utility 
had been purchasing its wholesale 
energy. The commission said that its 
primary interest in the matter was to see 
that the customers were not deprived of some other agency. 
electric service; the commission could 
not direct the utility to sell its facilities Re Sylvan Electric Co. (2-U-1131). 


e 


The election as to where the present cus- 
tomers of the Sylvan Electric Company are 
to obtain energy for their individual needs 
is a question which such customers should 
decide. It is not for the commission to 
question the reasonableness of their judg- 
ment in electing to be served by an agency 
other than a public utility. Having made 
their election, we have left only the obli- 
gation to prevent a lapse in service between 
the cessation of service by the Sylvan utility 
now serving and the rendition of service by 


Managerial Discretion As to Coal Gas or 
Water Gas Plant Installation 


sured by the installation of a different type 
of manufacturing equipment with a lower 
ultimate production cost; and in this con- 
nection it might be observed that another 
company operating in the state chose to in- 
stall a water gas generating set of capacity 
greater than that of equipment proposed in 
this case, at a cost of approximately $57,000, 
as compared to the $550,000 estimated cost 
of the applicant’s proposed ovens and other 
equipment. The selection of the type of pro- 
duction presents, however, primarily a 
managerial question, and it is assumed that 
the applicant has arrived at its conclusion 
after due consideration of the relative ad- 
vantages and disadvantages of coal gas as 
compared with water gas production. 


HE Wisconsin commission dis- 
missed an application for authority 
to construct gas manufacturing equip- 
ment on the ground that its order in 
Docket 2-U-53 prohibiting such con- 
struction without commission authoriza- 
tion did not apply, since installation had 
been partly completed before the effective 
date of the order. The commission, 
however, expressed certain views relat- 
ing to gas plant construction. It was 
said: 
The commission is not completely satis- 
fied that adequate capacity might not be as- 
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The commission also directed atten- 
tion to the fact that the additional facili- 
ties might be used largely for industrial 
service, which was producing only 13 
per cent of the company’s revenue while 
it was accounting for 33 per cent of gas 
sales. The commission said : 


In establishing rates, it is necessary to 
make adjustments to meet the requirements 
of particular classes of service, but if the 
rates for a large part of the total gas sold 
are not clearly high enough to meet the costs 
of production for that class of service, it 
would not be reasonable to consider a large 
increase in investment for producing that 
part of the gas used unless a proper alloca- 
tion of the added investment is made... . 

From the evidence submitted, the com- 
mission is not convinced that the rate 
schedule at which industrial gas in large 


quantities is now being sold is sufficiently 
remunerative to cover a fair share of the 
costs of gas produced, after the new ovens 
are installed, attributable to this class of 
service. If that is the case, the users of gas 
for domestic and commercial purposes who, 
in 1936, accounted for about 67 per cent of 
the total sales, should not be expected to 
carry such part of the added investment as 
cannot reasonably be allocated to their re- 
quirements. Because of the conclusion 
reached herein, however, it is not now neces- 
sary to determine as to what part, if any, 
of the additional investment may properly 
be allocated to domestic and commercial 
service, but that question will receive the 
commission’s attention in the event that 
changes for these classes of service become 
involved before the commission. 


Re Wisconsin Gas & Electric Co. (CA- 
459). 


Switching Company Not Entitled to Notice of 
Extension in Town 


O NE of the questions raised in a pro- 
ceeding before the Wisconsin 
commission was whether a telephone 
utility rendering switching service to 
another telephone utility but not oper- 
ating directly in a town has the right to 
be notified of a proposed extension of 
facilities by a telephone utility operating 
in such town and to file objections and 
be heard in opposition to such extensions 
under provisions of § 196.50 (2) of the 
statutes. The commission held that the 
switching company was not entitled to 
such notice. 

The switching company, it was pointed 
out, was not operating in the town but 
was merely leasing the use of its ex- 
change and connecting lines to the other 
company to the extent that subscribers 
of that company required the use of such 


facilities. This switching service, it was 
held, gave the switching company no 
standing as a utility in the town. 

The commission also overruled an ob- 
jection to the sufficiency of an appli- 
cation by a partnership for authority to 
transfer property. The objection was 
made on the ground that the sale had 
not been authorized by partners other 
than directors and officers of the copart- 
nership. The commission said: 


This motion is overruled on the ground 
that the commission is not a court of compe- 
tent jurisdiction to pass upon the legal con- 
tention raised. The commission in its work 
must assume that an application made by the 
officers of a utility constitutes prima facie a 
lawful application by such utility. 


Re Independence Telephone Co. (2-T- 
331, 2-T-349, 2-U-1125). 


Simulation of Colors of Taxicab Competitors 


Neer ness operator was required to 
repaint his cab where there was 
such a similarity between the color which 
he had adopted and the color used by 
the Yellow Cab Company of Philadel- 


phia as to confuse the public. The com- 
mission declared that it was definitely in 
the interest of the public to provide 
against any confusion by anyone regard- 
ing the ownership of any particular cab. 
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This ruling was in conformity with a 
rule adopted by the former commission 
in 1922 directed against simulation of 
the marking, painting, or designing of 
taxicabs. 

A contention that the commission 
lacked jurisdiction to determine whether 
there had been a simulation was over- 
ruled. This contention was advanced on 
the ground that such a determination 
was purely a judicial question which 
should be decided by the courts of law. 
The commission said: 

The administrative ruling of February 7, 
1922, is one of the regulations prescribed 
and adopted by the commission and, as in 
the case of any other of its regulations, the 
ruling would be useless and of no avail if 
the commission had no power as a fact-find- 
ing body to determine whether those sub- 
ject to the regulation were complying with 
its provisions. 


The proceeding was instigated by 
the Yellow Cab Company of Philadel- 
phia, whose cars are painted canary 
yellow and carry a blue light on the roof 


above the windshield, known as a “va- 
cant light.” The other cab owner had 
painted his cab a cream color and car- 
ried a green “vacant light.” The com- 
mission said: 


. . . we have reached the conclusion that 
although the colors are not the same and 
there are other minor differences, both in 
marking and design of the respective cabs, 
the similarity between them is so strong that 
while the careful observer, intent upon dis- 
tinguishing between them, will be able to do 
so without difficulty during hours of day- 
light, the ordinary individual and normal 
user of taxicabs will probably see no dif- 
ference between them at night under any 
circumstances, or during the day when the 
door of the cab, on which is painted the 
insignia of the operator, is open in solicita- 
tion of business. 


The commision, however, was unable 
to find from the record that the simi- 
larity in “vacant lights” was close 
enough to warrant an order directing 
any change. Yellow Cab Co. of Philadel- 
phia v. Chernikov (Complaint Docket 
No. 11243). 


Other Important Rulings 


HE Pennsylvania commission held 
that a motor carrier was operating as 


a common carrier where he secured busi- 
ness by personal solicitation and by ad- 
vertising and did not furnish service 
under definite contract only, except in 
one instance, but by understandings as 
to price. He had testified that he was 
ready and willing to haul for others who 
might apply. While specializing in one 
class of hauling, he had secured a large 
portion of the available business of the 
kind transported, even though the serv- 
ices of several certificated carriers were 
available. Headley’s Express and Stor- 
age Co. Inc. v. Dunion (Complaint 
Docket No. 11402). 


The Pennsylvania commission dis- 
agreed with a ruling by an examiner on 
an application for authority to operate 


motor carrier service, where the exami- 
ner had sustained an objection to sub- 
mission of evidence regarding the ap- 
plicant’s business prior to filing of the 
application on the basis that the business 
was operated unlawfully and evidence 
relative thereto was improper. In view 
of the later introduction of evidence of 
this character, however, the ruling was 
said to be immaterial. Re Arnovitz 
(Application Docket No. 35328). 


The Pennsylvania commission pointed 
out the fact that a common carrier who 
is transporting goods or freight by motor 
truck in interstate commerce cannot at 
the same time, on the same trip, and 
with the same truck, haul or transport 
goods or freight as a private carrier also. 
Re Bolus (Application Docket No. 
35233), 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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Re Wisconsin Telephone Company 


[2-U-1088. ] 


Rates, § 631 — Emergency increase — Nonrecurring tax as basis. 
1. Disposition of an application for authority to impose a temporary sur- 
charge on local telephone exchange rates, in order to reimburse the com- 
pany for payment of an emergency tax assessed on revenues for a fiscal 
year without any legislative indication that the tax burden is to be passed 
on to patrons, must be determined precisely as though the tax were any 
other nonrecurring item of expense, p. 181. 


Rates, § 631 — Emergency increase — Effect of tax on net income. 
2. The Commission, in deciding whether the payment of a relief tax con- 
stitutes an emergency within the meaning of the statute relating to emer- 
gency rate increases, must consider the effect of the payment of such tax 
on the net income of the company, p. 184. 


Rates, § 85 — Powers and duties of Commission — Emergency increase. 
3. The power of the Commission to authorize a temporary increase in 
rates to enable a public utility to reimburse itself for the payment of an 
emergency tax is an extraordinary power to be used only under extraor- 
dinary circumstances, and only such circumstances as constitute an emer- 
gency to the public or to the utility justify its exercise, p. 184. 

Return, § 38 — Emergency relief. 
4. The fact that a telephone company’s rate of return during one year, 
by reason of the imposition of an emergency tax, falls below a full reason- 
able normal rate does not of itself necessarily constitute an emergency jus- 
tifying a temporary increase in rates in order to meet it, p. 184. 

Rates, § 631 — Emergency — Unusual and nonrecurring expense as basis. 
5. Rates cannot practicably and need not legally be adjusted and read- 
justed for every unusual or unforeseen nonrecurring expense to which a 
utility is put, p. 184. 

Rates, § 631 — Emergency increase. 


6. An emergency justifying an exercise of the Commission’s emergency 
power to increase rates must be a real and substantial one and at least 
commensurate with the remedy sought, although it is not necessary that 
the emergency be a life or death matter or that a utility be brought to 
the brink of bankruptcy before the Commission may properly exercise such 
powers, p. 184. 


Rates, § 85 — Powers of Commission — Emergency. 


7. An emergency does not empower the Commission, in the exercise of 
its emergency powers, to authorize an exorbitant or unreasonable rate, p. 
185 


Rates, § 653 — Reasonable maximum of normal — Effect of Commission decision. 
8. The reasonable maximum level of telephone exchange rates as fixed by 
[12] 177 20 P.U.R.(N.S.) 
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a Commission order which is being reviewed in judicial proceedings must 
be taken to be the reasonable maximum of normal, not emergency, rates 
until found otherwise in the action brought to review the same, p. 185, 


[August 17, 1937.] 


“oo by telephone company for authority temporarily 
to increase rates to cover emergency tax; application 
denied. 


By the Commission: Wisconsin 
Telephone Company on March 4, 
1937, filed an application with the 
Commission for authority to impose a 
temporary surcharge of 4.4 per cent on 
its local exchange rates, with certain 
miscellaneous rates excepted, for the 
purpose of reimbursing itself for the 
payment of the emergency tax assessed 
against it by Chap. 6 of the Laws of 
1937. 

Public hearings upon said applica- 
tion were held at Madison on March 
15, 1937, and June 11, 1937. The 
following appearances were entered: 

Wisconsin Telephone Company, by 
W. R. McGovern, President; Miller, 
Mack & Fairchild, Attorneys, Milwau- 
kee, by Frederic S. Sammond and T. 
C. Bolliger. 

City of Milwaukee, by Walter J. 
Mattison, City Attorney; Joseph L. 
Bednarek, Assistant City Attorney. 

The application is submitted pursu- 
ant to the provisions of §§ 196.395 
and 196.70 of the statutes, which au- 
thorize the Commission to order in 
effect temporary rates whenever in its 
judgment an emergency occurs threat- 
ening to injure the business or inter- 
ests of the public or any public utility. 
Sections 196.11, 196.395, and 196.70 
of the statutes provide: 

“196.11 Profit sharing and slid- 
ing scales. (1) A public utility may 


enter into any reasonable arrangement ° 
178 
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with its customers or consumers or 
with its employees, for the division or 
distribution of its surplus profits, or 
providing for a sliding scale of charg- 
es, or other financial device that may 
be practicable and advantageous to 
the parties interested. No such ar- 
rangement or device shall be lawful 
until it shall be found by the Commis- 
sion to be reasonable and just and con- 
sistent with the purposes of this chap- 
ter. Such arrangement shall be un- 
der the supervision and regulation of 
the Commission. 

“(2) The Commission shall order 
such rates, charges, and regulations as 
may be necessary to give effect to such 
arrangement, but the power to make 
such other and further changes in 
rates, charges, and regulations as the 
Commission may determine to be nec- 
essary and reasonable and to revoke 
its approval and amend or rescind all 
orders relative thereto is vested in the 
Commission.” 

“196.395 Test, conditional, emer- 
gency, and supplemental orders ; waiv- 
er of conditions in orders. The Com- 
mission may issue orders calling for a 
test of actual results under the re- 
quirements prescribed by such order, 
during which test period the Commis- 
sion may retain jurisdiction of the 
subject matter. The Commission is 
empowered to issue conditional, tem- 
porary, emergency, and supplemental 
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orders. Where an order is issued up- 
on certain stated conditions any party 
acting upon any part of such order 
shall be deemed to have accepted and 
waived all objections to the condition 
contained in such order.” 

“196.70 Temporary alteration or 
suspension of rates. (1) The Com- 
mission may by order when deemed 
by it necessary to prevent injury to the 
business or interests of the people or 
any public utility in case of any emer- 
gency to be judged of by the Commis- 
f sion, temporarily alter, amend, or with 
the consent of the public utility con- 
cerned, suspend any existing rates, 
schedules, and order relating to or af- 
fecting any public utility or part of 
any public utility. 

“(2) Such order shall apply to one 
or more of the public utilities in this 
state or to any portion thereof as may 
be directed by the Commission, and 
shall take effect at such time and re- 
main in force for such length of time 
as may be prescribed by the Commis- 
sion.” 

The company alleges in its applica- 
tion that the form of the rate sought 
to be applied and the power of the 
Commission to authorize the same is 
provided for in §§ 196.395 to 196.11, 
Statutes; that the taxes imposed by 
Chap. 6, Laws of 1937, are emergency 
taxes which must be paid on or before 
March 15, 1937, under penalty of in- 
terest at the rate of 15 per cent per an- 
num; that the amount of such tax 
against the applicant upon its exchange 
business is $504,125, and upon its toll 
business $182,391, making a total of 
$686,516; that the surcharge of 4.4 
per cent on its net exchange billings 
as requested will provide for the com- 
pany revenues of $533,014 based up- 
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on estimated exchange revenues for 
the calendar year of 1937; that in view 
of the impossibility of forecasting ac- 
curately the exact amount of revenues 
which the surcharge will produce, the 
applicant is willing to have the same 
applied for eleven months, leaving the 
percentage rate for the twelfth month 
for later adjustment so as to produce 
only the amount which the applicant 
is out of pocket by reason of the emer- 
gency tax on exchange revenues ; that 
certain miscellaneous exchange reve- 
nues, such as charges for public pay 
stations, service connections, etc., are 
excepted from the application by rea- 
sons of practicality; that the appli- 
cant is earning less than a fair return 
upon its toll business, and while it 
could justify the proposed surcharge 
on its toll revenues as readily as on its 
exchange business, it does not propose 
to do so, one of the principal reasons 
therefor being the fact that the appli- 
cant is already required to collect from 
its customers a substantial surcharge 
on toll on account of taxes imposed by 
the United States; that the applicant 
is not earning and for some years has 
not earned a fair rate of return upon 
its investment in connection with its 
exchange business but has refrained 
from increasing its exchange rates 
during the depression; that recent im- 
provement in revenues resulting from 
the general recovery of business has 
been considerably offset by increases 
in costs, including taxes, other than 
those here involved, and higher wages ; 
that among these additional taxes is 
that for old age pensions under the 
Federal Social Security Act involving 
a cost to the applicant of more than 
$70,000 during 1937; that the appli- 
cant is not now seeking to recover any 
179 20 P.U.R.(N.S.) 
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of these additional costs in its tele- 
phone rates or to obtain a fair return 
on its investment; but that the impo- 
sition of the additional or emergency 
tax of Chap. 6, Laws of 1937, based 
upon 1936 revenues already received 
and disbursed, “presents an emergen- 
cy which it is not possible for the com- 
pany to meet or absorb as a whole, oth- 
er than by collecting a temporary sur- 
charge.” 

The application has been heard and 
considered in a proceeding appropriate 
to the exercise of its emergency pow- 
ers under §§ 196.395 and 196.70. 
There has been no attempt, therefore, 
on the part of the applicant, other par- 
ties, or the Commission itself, to pre- 
sent, investigate, or determine all of 
the issues involved in a proceeding in- 
volving a permanent rate prescription, 
or to retry the issues embraced in the 
general rate proceeding conducted un- 
der the Commission’s docket 2—U-35, 
in which on March 24, 1936 (13 
P.U.R.(N.S.) 224) the Commission 
entered its order which is now under 
review as to its validity in the circuit 
court for Dane county. Evidence 
bearing only upon the existence and 
the extent of the alleged emergency 
confronting the applicant and upon 
the appropriateness of the proposed 
surcharge to relieve the same was of- 
fered. 

The provisions of Chap. 6, § 1, of 
the Laws of 1937, levying the tax 
which the company seeks by its appli- 
cation to pass on to its patrons, are as 
follows: 

“" . . (2) In addition to the li- 
cense fees imposed by subsections (1), 
(2), and (3) of § 76.38 of the stat- 


utes, an emergency tax to provide rev- 


enue so as to enable Wisconsin to fully’ 
180 
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qualify for all Federal aids made avail- 
able under the Federal Social Security 
Act for blind pensions, aid to depend- 
ent children and old-age assistance, 
and to enable the state to pay in full 
the statutory aids for old-age assist- 
ance, aid to dependent children and 
aid to the blind and blind and deaf for 
the fiscal year 1936-1937, is hereby 
imposed upon the gross receipts of 
each telephone exchange defined in said 
§ 76.38 and subject to the license fee 
therein provided, equivalent to: One 
per centum of the gross receipts from 
the operation of business during the 
calendar year 1936 in excess of 
$10,000 and not in excess of $15,000; 
2 per centum of the gross receipts 
from the operation of business during 
the calendar year 1936 in excess of 
$15,000 and not in excess of $20,000; 
43 per centum of the gross receipts 
from the operation of the business dur- 
ing the calendar year 1936 in excess 
of $20,000. Said tax shall be levied 
and collected by the state treasurer 
and the proceeds thereof shall be paid 
into the state treasury. 

“(3) In addition to the license fees 
imposed by subsection (4) of § 76.38 
of the statutes, an emergency tax to 
provide revenue so as to enable Wis- 
consin to fully qualify for all Federal 
aids made available under the Federal 
Social Security Act for blind pensions, 
aid to dependent children and old-age 
assistance, and to enable the state to 
pay in full the statutory aids for old- 
age assistance, and to dependent chil- 
dren and aid to the blind and blind and 
deaf for the fiscal year 1936-1937, is 
hereby imposed upon the gross receipts 
from toll business transacted, attribu- 
table to Wisconsin, defined in said 
§ 76.38 and subject to the license fee 
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therein provided, equivalent to: One 
per centum of the gross receipts from 
the operations of toll business as here- 
in defined during the calendar year 
1936 in excess of $10,000 and not in 
excess Of $15,000; 2 per centum of 
the gross receipts from the operation 
of toll business herein defined during 
the calendar year 1936 in excess of 
$15,000 and not in excess of $20,000; 
3 per centum of the gross receipts from 
the operation of the toll business here- 
in defined during the calendar year 
1936 in excess of $20,000 and not in 
excess of $25,000; 44 per centum of 
the gross receipts from the operation 
of the toll business herein defined dur- 
ing the calendar year 1936 in excess 
of $25,000. Said tax shall be levied 
and collected by the state treasurer and 
the proceeds thereof shall be paid in- 
to the state treasury. 

“(4) On or before March 15, 
1937, each such telephone company 
shall pay to the state treasurer the tax 
imposed in subsections (1) and (2) 
upon the gross receipts from the oper- 
ation of business during the calendar 
year 1936, computed from the state- 
ment required by § 76.38 to be filed 
with the state treasurer on or before 
March 1, 1937. All taxes imposed by 
this section which are not paid at the 
time provided herein, shall thereupon 
become delinquent and shall bear in- 
terest at the rate of 15 per cent per 
annum until actually paid. . . .” 

[1] The act contains no indication 
that the legislature intended that the 
tax burden imposed by it was to be 
passed on to the patrons of the tele- 
phone companies. On the contrary, 
it will be seen that it was imposed di- 
rectly upon the companies themselves, 
measured by their receipts for the year 


1936, and graduated in its rates in ac- 
cordance with the amount of business 
of each telephone exchange. The dis- 
position of the application, therefore, 
must be determined precisely as 
though the tax were any other nonre- 
curring item of expense. 

In support of its application, the ap- 
plicant submitted proof of the amount 
and payment (under protest) of the 
tax (Exhibit 3) ; that the tax was lev- 
ied in February, 1937, for payment on 
March 15, 1937, upon revenues which 
had already been disbursed, including 
the payment of a 6 per cent dividend 
at the end of 1936 declared under in- 
ducement of the Federal taxation of 
undistributed earnings; that in 1931 
the applicant had outstanding common 
stock of $40,000,000, preferred stock 
of $5,000,000, and a surplus of about 
$9,000,000 ; that the surplus had been 
reduced to $941,128 by the beginning 
of 1937; that common stock dividends 
of 8 per cent were declared in 1932 
and 1933, 6 per cent in 1934, none in 
1935, and 6 per cent in 1936; that the 
depletion of the surplus has been due 
somewhat to the depression but more 
substantially to the expense of Com- 
mission proceedings, the special tax 
of 1935 amounting to about $400,000, 
and the setting aside of a reserve for 
refund to subscribers of any portion 
of the Commission-prescribed rates 
which may be ultimately found to be 
excessive. 

Mr. W. R. McGovern, president of 
the applicant, characterized the posi- 
tion of the company as “desperate” 
and expressed fears that if its funds 
are depleted, “it may be that service 
will suffer.” He further testified that 
the applicant is earning less than 3.1 
per cent on its book investment, and 
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that even with the surcharge the ap- 
plicant would still fall far short of a 
fair return. He stated that the tax 
was paid under protest, but in the event 
the tax should be declared void, there 
was no commitment of a refund to 
subscribers, except by general state- 
ments that the company would “cer- 
tainly play fair with the subscribers,” 
and that the company did not intend to 
sue to recover the tax, and did not ex- 
pect to recover it twice, i.e., both from 
the state and from its subscribers. 

Mr. George F. Crowell,.the appli- 
cant’s chief engineer, testified that the 
appraisal of exchange property which 
he submitted in Docket 2-U-35 as of 
April 1, 1935, would be increased as 
of the date of the hearing by reason of 
price and quantity changes by at least 
$750,000 after allowing for addition- 
al depreciation since accrued. 

Mr. Charles F. Weiler, the appli- 
cant’s statistician, testified that total 
estimated 1937 exchange revenues are 
$13,039,000, of which $913,500 
would be unaffected by the proposed 
surcharge; that in order to recoup the 
tax levied upon its exchange revenues 
it is necessary to bill surcharges 
amounting to $530,668 in order to 
provide an allowance for uncollectibles 
and gross revenue tax on the sur- 
charge, and that that amount is 4.38 
per cent of the estimated revenues on 
which the surcharge would apply. His 
exhibit 4 also shows that for 1936 the 
applicant had total operating revenues 
of $12,408,901, total net operating in- 
come of $3,024,982, of which $346,- 
290 was paid as dividends on preferred 
stock (7 per cent) and $2,400,000 (6 
per cent) on common; that the net 


earnings, after dividends were $42,- 


741. The reserve which must be pro- 
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vided to cover refunds on account of 
the Commission’s prescribed rate re- 
duction amounted to $437,664 and the 
free surplus was, therefore, depleted 
by $394,923. Had the company’s 
claimed rates of depreciation been ap- 
plied the earnings shown would, ac- 
cording to the exhibit, have been less 
by $732,133. In the exhibit Mr. 
Weiler also divides the net operating 
income as between toll, exchange-lo- 
cal, and exchange-terminal toll. The 
subdivision is made on the basis of al- 
leged actual use rather than on the 
basis of a major use, the method used 
in recording the company’s accounts. 
The net operating income is also ad- 
justed to reflect what is stated to be a 
normal year basis, the adjustments be- 
ing for income taxes, both state and 
Federal, amortization of rate case ex- 
penses, transfer of relief and pension 
costs, and depreciation to the com- 
pany’s rates as claimed, with the re- 
sult that the total net operating income 
is reduced to $2,432,334, of which 
$494,709 is attributed to toll and $1,- 
937,625 to exchange. The latter 
amount in turn is divided ; $1,881,187 
to exchange-local, and $56,438 to ex- 
change-terminal toll. (Exhibit 4, 
Item 3.) These amounts of net op- 
erating income, which are submitted 
as appropriate for rate-case purposes, 
are then applied to rate bases—one 
based on investment and one on repro- 
duction cost new less depreciation—as 
submitted by the company in the gen- 
eral rate case, Docket 2—U-35, as of 
April 1, 1935. The percentage of in- 
come to rate base as thus applied is 
shown for the entire company as 3.07 
per cent of the investment base, 3.08 
of the reproduction cost new less de- 
preciation. The corresponding figures 
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for toll are shown as 2.18 and 2.18; 
for total exchange, 3.43 and 3.44; for 
exchange-local, 3.43 and 3.45 ; and for 
exchange-terminal toll, 3.33 and 3.41. 
The witness further submitted cor- 
responding figures based on a provi- 
sional estimate for 1937, as modified 
on February 15, 1937. This forecast, 
without allowance for any recoupment 
of the relief tax, indicates net operat- 
ing income of $2,250,000 for the en- 
tire company, $431,000 from toll, and 
$1,819,000 from exchange; and a 
rate of return (adjusted for deprecia- 
tion and income taxes in the same man- 
ner as indicated for 1936) for the en- 
tire company of 2.03 per cent on the 
investment basis and 2.04 per cent on 
the reproduction cost new less depreci- 
ation. The corresponding percentages 
on toll property are 1.18 and 1.18, and 
on exchange 2.38 and 2.39. This esti- 
mate for 1937 took into account wage 
increases granted in 1936, having an 
annual value of $256,236, of which 
000 is chargeable to expense; 
increases granted in January and Feb- 
ruary of 1937 having an annual value 
of $191,000, of which $173,000 is op- 
erating expense ; and further increases 
anticipated for 1937 having an annu- 
al value of $180,000, of which $100,- 
000 was expected to be reflected in 
1937 operating expenses. 
Subsequently, at the hearing of 
June 11, 1937, the total 1937 estimates 
were revised. The estimate of total 
net operating income of the applicant 
was increased from $2,250,000 to $2,- 
349,000, of which $1,845,000 was 
stated to be attributable to exchange. 
This revision takes into account in- 
creases in wages not fully reflected in 
the previous estimate included in Ex- 
hibit 4. Actual increases granted dur- 
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ing 1937 on or before June Ist, were 
stated to have an annual value of 
$466,032, of which $420,000 is said 
to be operating expense, and of this 
amount $327,000 will be reflected in 
1937. It also included further in- 
creases in wages having an annual val- 
ue of $519,000, of which $489,000 had 
already been approved by the execu- 
tives of the applicant and $220,000 
went into effect four days before the 
last hearing—on June 7, 1937. Of the 
$519,000 increase, $466,000 was said 
to be chargeable to operating expense 
and $153,000 thereof during 1937. 
(Exhibit 8.) 

The rates of return claimed by the 
company to have been experienced in 
1936 and expected in 1937, are based 
upon the applicant’s own estimates of 
reproduction costs, accrued deprecia- 
tion, depreciation expense, and oth- 
er controversial items, all of which 
are before the Commission in 
Docket 2—-U-35. With respect to 
these items the Commission, in its 
decision of March 24, 1936, su- 
pra, differed widely with the appli- 
cant. As an example of the magni- 
tude of these differences, the company’s 
Exhibit 4, at item 3, shows that $732,- 
133 more of depreciation expense is 
deducted than the amount determined 
based on depreciation rates the Com- 
mission has found reasonable. This 
excess depreciation alone is more than 
the total emergency relief tax paid by 
the company. Exhibit 4 shows, at 
item 4, a rate base, based on reproduc- 
tion cost new less depreciation, of 
$54,598,218 for local exchange plant 
as contrasted with a value of $35,000,- 
000 found by the Commission in its 
decision in 2—U-35, dated March 24, 
1936, supra. Furthermore, the de- 
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preciation deducted by the company 
from plant value in its Exhibit 4 is 
only about 10 per cent of plant al- 
though the annual depreciation ex- 
pense claimed is about 44 per cent and 
the plant, based on data before the 
Commission in 2—U-35, is over ten 
years old. 


It is unnecessary to adjudicate these 
differences here. Suffice to say that 
they represent millions in the value of 
the plant and hundreds of thousands 
in net income and that a substantially 
higher return would be shown if the 
findings of the Commission in 2—U- 
35 were substituted for the data pre- 
sented by the company in Exhibit 4. 

[2] In deciding whether the pay- 
ment of the relief tax constitutes an 
emergency, within the meaning of the 
statutes, it is important to consider the 
effect of the payment of such tax on 
the net income of the company. 

Furthermore, Mr. W. E. Baker of 
the Commission’s staff showed by Ex- 
hibit 6 in this case that the results of 
operations for the first four months of 
1937 reflected, as compared with the 
same period of 1936, a material im- 
provement in business and in the 
amount of net operating income even 
after absorbing in the 1937 period 
four-twelfths of the emergency tax. 
Other than for an adjustment to re- 
flect four-twelfths instead of three- 
elevenths of the tax for the first four 
months of 1937, all items of revenues 
and expenses used in Exhibit 6 are 
stated to be as recorded in the appli- 
cant’s own accounts. The comparison 
shows that for the 1937 period the net 
operating income of the applicant was 
greater by $24,688 than for the 1936 


period ; and that from exchange serv-' 
184 


20 P.U.R.(N.S.) 


ice, on which the applicant proposes 
to pass on the tax by means of the sur- 
charge, the net operating income was 
greater for the 1937 period by $42,644 
than for the 1936 period. From toll 
operations, on the other hand, where 
the applicant is content to absorb the 
payment of the tax from its present 
earnings, the net operating income for 
the 1937 period was $17,956 less than 
for the 1936 period. During 1936 the 
applicant made two reductions in in- 
trastate toll rates aggregating $38,000, 
although its reports indicate a lower 
rate of return realized on its toll than 
on its exchange operations. The rea- 
sons advanced for not asking the same 
treatment for toll ratepayers as for 
exchange ratepayers are persuasive of 
neither fair and equal treatment as be- 
tween these two classes nor the exist- 
ence of a compelling emergency. If 
the applicant were really faced with 
an emergency demanding relief, the 
need for additional revenue would be 
aggravated for the one class of sub- 
scribers by the exception of the other. 

[3] The Commission is empowered 
by authorizing a temporary increase 
in rates to enable the applicant to re- 
imburse itself for the payment of the 
tax in the same manner as it would 
be empowered to enable the applicant 
to meet any other unforeseen and un- 
usual expense threatening to injure 
the company. This, however, is an 
extraordinary power to be used only 
under extraordinary circumstances. 
Only such circumstances as constitute 
an emergency to the public or to the 
utility justify its exercise. 

[4-6] Even if the applicant’s rate 
of return for 1937, by reason of the 
emergency tax, does fall below a full 
reasonable normal rate, that result of 
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itself does not necessarily constitute 
an emergency justifying a temporary 
increase in rates in order to meet it. 
Rates cannot practicably, and need 
not legally, be adjusted and readjust- 
ed for every unusual or unforeseen 
nonrecurring expense to which a util- 
ity is put, and the evidence here fails 
to justify a finding that a sufficient 
exigency exists in the situation to 
warrant an exercise of emergency 
powers. It is not necessary that the 
emergency be a life-or-death matter 
or that a utility be brought to the 
brink of bankruptcy before the Com- 
mission may properly exercise its 
emergency powers ; but the emergency 
must be a real and substantial one, 
and at least commensurate with the 
remedy sought. Here the business of 


the applicant has improved and it is 
improving with the upturn of business 
activity; it declared a dividend of 6 


per cent on its common stock at the 
end of 1936; its solvency and credit 
are not threatened; its ability to con- 
tinue to render service to the public 
is unimpaired; and no such depriva- 
tion of a fair return on its property 
as would require emergency relief has 
been shown. The granting of sub- 
stantial wage increases so late as June 
7, 1937, does not indicate an alarm on 
the part of the management for the 
financial stability of the company. 

(7, 8] Having arrived at this con- 
clusion, it is unnecessary for the Com- 
mission to examine at length into the 
inherent reasonableness of the rates 
proposed. They are not free, as has 
already been suggested, from the taint 
of discrimination. Furthermore, they 
are presumptively in excess of reason- 
able maxima and for that reason could 
not be lawfully approved even under 
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the stress of an emergency. The 
Commission’s emergency powers are 
not unlimited, nor does the existence 
of an emergency suspend the opera- 
tion of § 196.03, Statutes, prohibiting 
every unjust or unreasonable charge 
for public utility service. An emer- 
gency no more empowers the Com- 
mission to authorize an exorbitant or 
unreasonable rate than it empowers it 
to compel a confiscatory one. In its 
decision in Docket 2—U-35, the Com- 
mission found the present exchange 
rates of the applicant to be exorbi- 
tant by some 8 per cent, and it fixed 
the reasonable maximum level of ex- 
change rates in accordance with that 
finding. Such level must be taken to 
be the reasonable maximum of nor- 
mal, not emergency, rates until found 
otherwise in the action brought to 
review the same. (Sections 196.40, 
196.46, Statutes.) That is not to say 
that the normal reasonable maximum 
level of rates cannot be increased tem- 
porarily for the purpose of emergency 
relief, but the applicant is now charg- 
ing rates which are already 8 per cent 
excessive and the excess is more than 
sufficient to satisfy the payment of the 
tax. 

The applicant, anticipating this ob- 
stacle to the success of its application, 
points out that it is reserving this ex- 
cess, as has been required of it, to 
the end that, if the Commission’s or- 
der is finally sustained, the excess may 
be refunded to its subscribers, and it 
contends that the subscribers will in 
such event be uninjured by the appli- 
cation of the proposed surcharge. The 
applicant contends also that if the 
Commission’s order is not sustained, 
its subscribers will be uninjured be- 
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cause then they will have paid only 
what is reasonable. This argument 
does not meet the issue. It is the duty 
of the Commission to find and fix and 
authorize only such rates as are rea- 
sonable. It is not the function of the 
Commission, nor is it consistent with 
its duties, to exercise its powers so as 
to enable the utility to charge rates 
which the Commission deems, and has 
found to be, excessive and unlawful 
even though there be an assurance by 
the utility that at some future time, 
if it shall be determined by a superior 
jurisdiction that the Commission is 
correct in its finding, the utility will 
then refund to its patrons the amount 


which it has unlawfully exacted from 
them. 

Having considered all of the eyj- 
dence, the Commission finds and de- 
termines : 

(1) That the proposed increase in 
rates is unreasonable and discrimina- 
tory ; 

(2) That no emergency confronts 
the applicant ; 

(3) That the authorization of the 
proposed surcharge is not necessary 
in order to prevent injury to the ap- 
plicant’s business or interests. 

Now, therefore, it is ordered, that 
the application herein be and the same 
is hereby denied. 
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Re Chicago, Milwaukee, St. Paul & 
Pacific Railroad Company 


(2-R-681.] 


Railroads, § 10 — Powers and duties of Commission — Signal system — Public 


safety. 


1. The statutes which confer jurisdiction upon the Commission to pass 
upon various railroad mechanical operating installations relate only to the 
question of public safety; and, in approving or disapproving such installa- 
tions as a centralized traffic control installation with remote control for an 
interlocking plant, the Commission must base its determination solely upon 
the question of public safety although objections are made that the installa- 
tion would be “unsocial” in that it might displace railroad employees, p. 


187. 


Railroads, § 28 — Traffic control installation — Public safety. 
2. A proposed centralized traffic control installation with remote control 
for an interlocking plant was held to be consistent with the public safety, 


p. 187. 


[August 17, 1937.] 
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PLICATION by railroad company for approval of plans for 
a proposed centralized traffic control installation; granted. 
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RE CHICAGO, MILWAUKEE, ST. 


By the ComMMISSION: The Chi- 
cago, Milwaukee, St. Paul and Pacific 
Railroad Company on June 26, 1937, 
filed with the Commission for its ap- 
proval plans for a proposed new cen- 
tralized traffic control installation on 
its line between Lake and Sturtevant 
with remote control for A-—68 inter- 
locking plant. Prior thereto a petition 
was received signed by various rail- 
road employees requesting a hearing 
in the event that such proposal should 
be made by the railway company. 
Accordingly the matter was duly set 
for hearing and heard at Madison on 
July 22, 1937, with the following ap- 
pearances: Rodger Trump of Bender, 
Trump and McIntyre, Attorneys, Mil- 
waukee, for the applicant railroad, and 
E. R. Derrickson, Chicago, Illinois, 
for the Order of Railroad Teleg- 
raphers. 

The territory covered by this peti- 
tion is a portion of the double track 
main line of the applicant company 
extending from Chicago to Milwau- 
kee on which automatic block signals 
were installed in 1913. 

[1, 2] It was urged on behalf of 
the Order of Railroad Telegraphers 
that the proposed remote control in- 
stallation is unsafe. It was argued 
that the greatest safety factor is a 
careful man in charge, and that where 
the man in charge of such a plant is 
overloaded with duties errors are like- 
ly to creep in. It was pointed out 
that tower men have occasionally de- 
tected rolling stock failures as trains 
passed the tower thus avoiding possi- 
ble accidents. It was also urged that 
the proposed installation would be 
“unsocial” in that it might displace 
railroad employees and that it is un- 
necessary. 


PAUL & PACIFIC RAILROAD CO. 


The testimony shows that trains op- 
erating over the line in question are 
handled under the time table, train 
order, and automatic block system. 
There are at present within this state 
some nine installations on the appli- 
cant railroad’s system similar to the 
type of installation here proposed. 
Some of these installations have been 
in use since 1924. It was urged on 
behalf of the railroad that the pro- 
posed installation would facilitate 
train movements, would provide a 
greater factor of safety, and would 
be compatible with the modern meth- 
od of train operation whereby train 
movements in this area would be di- 
rected by a signal indication controlled 
from Sturtevant without the use of 
train orders. 

The remote control system here un- 
der consideration has been quite ex- 
tensively used throughout the United 
States, and information in the files of 
the Commission indicates that some 
1,329 line miles of railroad are con- 
trolled through this type of installa- 
tion. It appears also that the Inter- 
state Commerce Commission has ad- 
vocated installation of remote control 
devices as a step forward in railroad 
operation and as a means of promot- 
ing safety. 

The statutes which confer jurisdic- 
tion upon this Commission to pass 
upon the various mechanical operating 
installations relate only to the question 
of public safety, and in approving or 
disapproving such installations as that 
here proposed the Commission must 
base its determination solely upon the 
question of public safety. 

While the Commission is not un- 
mindful of the considerations urged 
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by the objectors, it must find justifica- 
tion for its action within the statutes. 
There can be little doubt that the pro- 
posed installation is in the interest of 
and consistent with public safety. 
Having reached this conclusion, the 


Commission cannot do otherwise than 
approve the proposed installation. 

The Commission finds that the pro- 
posed installation of centralized traf- 
fic control is consistent with the pub- 
lic safety. 





CALIFORNIA RAILROAD COMMISSION 


Re Bridge Bus Lines Corporation 


[Decision No. 29932, Application No. 20053.] 


Certificates of convenience and necessity, § 78 — Grant or denial — Factors con- 
sidered. 

1. The major problems presented by an application for a certificate to 
operate a common carrier service are (1) the ability of applicant to operate 
profitably, (2) the ability of applicant to maintain its proposed schedules, 
(3) applicant’s financial responsibility, (4) protection of the investing 
public, and (5) the ultimate effect upon the traveling public if the applica- 
tion is granted, p. 193. 


Depreciation, § 63 — Motor carrier equipment. 
2. A computation of depreciation of equipment operated by a motor coach 
line is too low when computed on a 10-year, 5 per cent sinking-fund basis, 
particularly if consideration is given to obsolescence, p. 194. 


Security issues, § 44 — Capital indebtedness — Motor coach company — Property 
acquisition on instalment basis. 

3. Any investment in the stock of a motor coach company would be seri- 
ously jeopardized by the creation of a capital indebtedness through the 
acquisition of busses under a sales contract whereunder title to the busses 
would be retained by the manufacturer or seller and, after a down payment 
of 10 per cent of the cost, the balance would be carried over a period of 
three years with interest at the rate of 6 per cent per annum, where it 
appears that under existing conditions the company would not be able 
to meet its obligations under the sales agreement and there is likelihood 
of repossession of the equipment by the seller, p. 195. 
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Security issues, § 115 — Organization and financing expense. 
4. An overhead expense of 21.10 per cent of the proceeds of a stock issue 
by a motor coach company is unwarranted and beyond reason, p. 196. 
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Security issues, § 49 — Grounds for denying approval. 
5. Issuance of stock, not to be purchased by the promoters of an enterprise 
but to be widely distributed, should be denied when the enterprise is pro- 
motional and likely to prove unprofitable and from its inception to be 
~— with an unusually large expenditure for organization purposes, 
p. 196. 
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RE BRIDGE BUS LINES CORPORATION 


Security issues, § 18 — Duties and functions of Commission — Protection of in- 


vesting public. 


6. The Commission is charged among its primary duties and functions to 
protect the investing public from any promotion upon whose very face 
appears the likelihood of failure and disaster, and it should not place its 
stamp of approval upon stock as a reasonably prudent investment when 
the stock issue cannot be classified as an investment stock, although the 
Commission does not guarantee to either the utilities or the investors success 


and dividends, p. 197. 


[July 9, 1937.] 
Fg peicoine by motor coach company for certificate of public 
convenience and necessity and to issue securities; applica- 

tion denied. 


APPEARANCES: Hugh McKevitt, 
Edgar C. Levey, Carlos R. Freitas, 
Jerome A. Duffy, and Marvin E, Lew- 
is, for Bridge Bus Lines Corporation ; 
H. C. Lucas and T. Finkbohner, for 
Pacific Greyhound Lines, Inc. ; George 
H. Harlan, for Golden Gate Bridge 
and Highway District; T. C. Nelson, 
for Marvelous Marin, Inc.; John J. 
O’Toole, Dion R. Holm, and Paul L. 
Beck, for the city and county of San 
Francisco; Edwin T. Coman, for the 
San Rafael Chamber of Commerce; 
Ivores R. Dains, and Henry A. Platt- 
ner, representing Wm. M. Abbott, for 
the Market Street Railway Company ; 
E. J. Foulds and R. S. Myers, for the 
Northwestern Pacific Railroad Com- 
pany; Harry See, for the Railroad 
Brotherhoods ; F. Boeken, for the Mu- 
nicipal Railway of San Francisco; 
Richard M. Lyman, Jr., for Louis 
Lurie; Frederick Thompson, for the 
Board of Supervisors of Marin coun- 
ty; Douglas Brookman, for John W. 
L. Anderson; C. J. Simpson, for Na- 
tional Organization of Masters, Mates, 
and Pilots, Local No. 40; Marine 
Engineers’ Beneficial Association, 
Local No. 97; Ferry Boatmen’s Union 
of the Pacific; and the Amalgamated 
Association of Railway and Motor 


Coach Employees of America; A. F. 
Gaynor, associated with Harry See, 
for the Brotherhood of Railway 
Trainmen ; Lucas E. Kilkenny, Deputy 
Attorney General, for the state of Cal- 
ifornia, and the Board of State Harbor 
Commissioners; W. J. Varley, for the 
Southern Council of Civic Clubs; Er- 
win C. Easton, for the North Central 
Improvement Association et al. 


Ware, Commissioner: This appli- 
cation was finally submitted to the 
Commission for a decision on March 
22, 1937. Thereupon, and after full 
consideration of the evidence before it, 
every member of this Commission rec- 
ognized that the proposed service was 
doomed to failure and would prove 
disastrous to the communities affected. 
Because of the grave concern of the 
Commission regarding the inaugura- 
tion and maintenance of adequate 
transportation facilities over the Gold- 
en Gate bridge for the benefit of the 
citizens of the Bay region, this opinion 
will discuss in detail the history of 
the instant application and the reasons 
for a refusal to grant a certificate. 
An error in judgment committed at 
this time would prove to be a critical 
mistake. The record impels the con- 
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clusion that the proposed service would 
prove unprofitable and unsuccessful, 
and that the allowance of its trial at 
this time would be inimical to the pub- 
lic interest. Therefore, to grant this 
unwarranted certificate at this mo- 
mentous period in the development of 
the Bay area, Marin county, and the 
entire Redwood Empire, looms before 
us as a blunder of major proportions. 

The above-entitled application was 
filed with the Commission July 8, 
1935. In nonconformity with our 
rules of procedure, said application 
failed to show such essentials as: (1) 
estimate of capital structure; (2) es- 
timate of operating results; (3) fare 
structure; (4) time schedules; (5) 
proposed routes and terminus in San 
Francisco. 

On August 7, 1935, applicant filed 
an appendix supplemental to appli- 
cant’s original application setting forth 
proposed fares, schedules, and routes, 
but this appendix did not include any 
estimates of capital requirements or of 
operating results. 

Notwithstanding these vulnerable, if 
not fatal, omissions, hearings began 
on February 10 and continued on 
March 31, April 1, June 2, August 18, 
September 24, October 29, November 
17, 18, 19, 20, December 1, 3, 14, 29, 
1936, January 14, 27, 29, and 30, 
1937. It was not until November 18, 
1936, that an exhibit was offered set- 
ting forth the estimates of capital re- 
quirements and operating results, and 
not until November 19, 1936, more 
than sixteen months after the original 
application was filed, that applicant 
filed its belated supplemental applica- 


tion herein, setting forth its proposed 
method of financing. Therein the 
Commission saw for the first time ap- 
plicant’s showing with respect to the 
essential elements above, and thereto- 
fore omitted by applicant from both 
allegation and proof. 

Testimony was taken on sixteen of 
the above dates. The last trial date 
was January 30, 1937, and the final 
brief was filed March 22, 1937. The 
record consists of 1,394 pages of 
transcript, together with 41 exhibits, 


Issues 


The issues raised by the applicant 
are twofold: first, whether or not ap- 
plicant should be granted a certificate 
of public convenience and necessity 
to operate an interurban bus line be- 
tween the city and county of San 
Francisco on the one hand, and in 
a general way that portion of Marin 
county now served by the Northwest- 
ern Pacific Railroad Company’s inter- 
urban lines on the other hand; and, 
secondly, if such a certificate is grant- 
ed, should applicant be authorized to 
issue and sell $1,500,000 of stock. 


Present and Proposed Service 


The territory proposed to be served 
by applicant is for the most part, now 
served by Northwestern Pacific Rail- 
road by a combination of ferry and 


electric train service. Applicant al- 
leges that it can provide a superior 
transportation service to that now af- 
forded by the railroad company, at the 
same rates in effect on the rail line at 
the time the application was submit- 





1 Testimony was taken at San Francisco be- 
fore Commissioner Ware, February 10, March 


31, April 1, June 2, and November 17, 18, 19, © 
190 


20 P.U.R.(N.S.) 


and 20, 1936; and before examiner Hunter, 
December 1, 3, 14, and 29, 1936, and January 
14, 27, 29, and 30, 1937. 
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ted? To accomplish this, applicant 
proposes to operate over four major 
routes, all of which follow the same 
line between the north approach to the 
Golden Gate bridge in Marin county 
and the San Francisco loop terminal 
via Battery, Bush, and Montgomery 
streets. In a general way these four 
routes are between San Francisco on 
the one hand and the following com- 
munities in Marin county on the other 
hand : 

RoutE A—Larkspur, San Ansel- 
mo, Fairfax, and San Rafael. 

Route B—Sausalito, Mill Valley, 
Belvedere, and Tiburon. 

RoutE C—Lansdale, San Anselmo, 
Fairfax, and Manor. 

Route D—San Rafael (Express). 

Applicant proposes to purchase 95 
busses, each having 40-passenger ca- 
pacity, and each costing $10,650. 

The proposed bus operation, if the 
schedules are maintained, provide for 
a more frequent service than is now 
offered by the Northwestern Pacific 
Railroad, as shown in the following 
tabulation: [Table omitted. ] 


Financial Structure of Applicant 


Bridge Bus Lines Corporation was 
organized with an authorized capital 
stock of $1,000,000 divided into 100,- 
000 shares of the par value of $10 
each, all common. It intends to in- 
crease its authorized stock to $2,000,- 
000 divided into 200,000 shares of the 
par value of $10 each, all common. 

Heretofore the company has issued 
and sold at par for cash $10,000 of 
stock under permission granted by the 
Commissioner of Corporations prior 





* Effective May 27, 1937, one-way and 
round-trip fares on the Northwestern Pacific 
Railroad were materially reduced. 


to the time the present application was 
filed with this Commission. The pro- 
ceeds from this initial issue were used 
for preliminary organization expenses. 

The company now proposes to issue 
and sell $1,500,000 of stock at par for 
cash and to use $225,000, 15 per cent 
of the par value of stock sold, to pay 
brokerage or commission charges, and 
to use the remaining 85 per cent to 
pay $90,000 organization costs, to 
finance the cost of equipment, and to 
provide working capital. Specifically, 
its requirements appear as follows: 
Brokerage and commissions 
Organization and preliminary 

expenses 
Motor coaches—95 at $10,650 
Fare boxes—95 at $260 
Service cars 
Machinery, tools, etc. .......ccece- 
Buildings, structures 
Furniture and fixtures 


Materials and supplies 
Working cash 


Total par value of stock proposed .. 
Balance for which no showing is made 


Preference of the Public 


Two studies were conducted for the 
purpose of obtaining an expression 
from the public as to its choice of the 
proposed bus service and that of the 
Northwestern Pacific Railroad. One 
was conducted by the applicant and the 
other by Golden Gate bridge and high- 
way district’s engineer, Lester S. 
Ready. 

In making applicant’s study, ques- 
tionnaires were mailed to all parties 
whose names appeared on the 1934 
Great Register of Voters in Marin 
county, excepting those who resided 
in districts entirely outside the limits 
of the area to be served by the pro- 
posed operations. The question asked 
by applicant was, “Which travel 
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method would you perfer after bridge 
is complete if rates are about the same 
—train and ferries vs. bus line over 
the bridge?” 

The study of Mr. Ready was made 
by passing out questionnaires to each 
northbound passenger crossing the Bay 
from San Francisco to Marin county 
on the line of the Northwestern Pacific 
Railroad Company during the entire 
operation of Wednesday, June 17, 
1936. The passengers were requested 
to supply the answers to two questions 
and deliver the questionnaires to col- 
lectors stationed in Marin county. The 
questions contained in this question- 
naire were: 

1. With the future service by either 
train and ferry or bus service, but not 
both, which do you favor if the fare 
and travel time will be the same by 
either route? 

2. Under conditions 


the same 


which would you favor assuming it 
were possible to save ten minutes by 
bus service? 


The return to applicant’s question- 
naire was 31.6 per cent from commut- 
ers and 68.4 per cent from occasional 
riders. The return from Mr. Ready’s 
questionnaire was approximately 70 
per cent from commuters, 25 per cent 
from occasional riders, and 5 per cent 
from others. 

An analysis of the return to the 
questionnaires is shown in the follow- 
ing tabulation : 


From AppLicAnt’s Exursit No. 8, Pace 45 

Preference for 
Train Bus over 

and Golden Gate 

Rider Ferry Bridge None 

Occasional 26.5% 712% 2.3% 100% 
Commute .. 32.5 65.1 24 100 
30.9 66.7 2.4 100 
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Class of 


From Exuusit No. 7 (L. S. Reapy’s Reporr) 
Preference for 
Bus over 
Train and Ferry G. G. Bridge 
Class Question ae Quetta Question 
4 


of Rider 
Occasional 51% 41% 49% 
Commute 44 40 
Other .... 93 90 7 
TOE ...:6 Se 45 41 

This, in brief, outlines the offer of 
applicant and a somewhat restricted 
expression of preference for the exist- 
ing and proposed transportation fa- 
cilities obtained from a cross-section 
of the general public (return to ap- 
plicant’s questionnaire), and of the 
commuting public (return to L. S. 
Ready’s questionnaire). 

The Commission is mindful that the 
welfare of Marin county requires, 
from and to San Francisco, a rapid, 
efficient, and economical mode of 
transportation. Improved and ex- 
pedited transportation will aid in the 
growth and development of this sec- 
tion of the state. The completion of 
the Golden Gate bridge has linked 
physically together for the first time 
San Francisco and Marin county and 
naturally a considerable portion of the 
public desires to utilize the bridge to 
the best advantage. The people of 
Marin county should be accorded the 
advantages of any avenue of transpor- 
tation which can be utilized econom- 
ically to attain this end. 

However, realizing the great im- 
portance of transportation to Marin 
county, the Commission must carefully 
weigh many factors and closely scru- 
tinize the facts before it to determine 
if the public interest would be best 
served by the granting or denying of 
this application. An error committe 
now will result in visiting great hard: 
ship and loss upon both the traveling 
and investing public. 
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[1] The major problems here pre- 
sented are (1) the ability of applicant 
to profitably operate, (2) the ability of 
applicant to maintain its proposed 
schedules, (3) applicant’s financial re- 
sponsibility, (4) protection of the in- 
vesting public, and (5) the ultimate 
effect upon the traveling public of 
Marin county if this application were 
granted. 


Applicant’s ability to profitably op- 
erate. 

The record contains various esti- 
mates of the cost of performing the 
proposed service. These were present- 
ed variously by applicant, the Golden 
Gate bridge and highway district, and 
protestant Northwestern Pacific Rail- 
road Company. The following tabu- 
lation shows these estimates : 


CoMPARISON OF ESTIMATES oF RESULTS OF OPERATION 


Exhibit 17 


Hopkins 
for Applicant 


Item 
(1) 
Estimated operating revenue 
Estimated operating expenses : 
Bus operators 
Fuel for power 
Garage labor 
Tolls 
All other transportation expense 


Exhibit 7 Exhibit 41 


Ready for 
G.G.B. & Sines 
Highway for 
District N.W.P.R.R. Applicant 
(3) (4) (5) 
$800,000 $800,000 $1,000,000 


$177,300 $165,127 
124,740 2 101,513 8 
34,650 33,838 
40,000 
33,439 


Exhibit 34 








Total estimated operating expense $350,529 


Maintenance: 
Tires 
Depreciation 5 
All other maintenance 


40,759 
$370,129 $381,237 
$31,185 
133,219 

71,000 


$30,454 
206,702 
69,175 








Total maintenance 


General and miscellaneous : 


Salaries and expenses of general officers $25 
Taxes 44 


All other general and miscellaneous ... 


,000 
,200 
93,800 


$235,404 
$5,000 


$15,000 
20,100 
77,700 








Total general and miscellaneous 


.. $163,000 


$112,800 








Total operating expense 
Interest 


$723,333 
120,000 





Grand total 


Net revenue 
(Before interest) 
(After interest) 


* Denotes red figures. 

1Gas at 10.0¢ per gallon. 
2Gas at 13.5¢ per gallon. 
8Gas at 12.0¢ per gallon. 





$843,333 2 $850,706 


$810,993 2 


$856,768 8 


asuees $56,768 * $149,300 


10,993 * 2 


With a maximum of 160,000 bus trips per year = $40,000 (bus and passengers) (Exhibit 5). 
5 Basis used in determining depreciation on busses: 
Exhibits Nos. 17 and 41—10-year life—5% sinking fund. 


Exhibit No. 7 
Exhibit No. 34 


[13] 


—10-year life—4% sinking fund. 
— 7-year—straight line. 
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That there is conflict in the es- 
timates of the costs of operation may 
be seen from the above. Applicant 
has made two estimates, one based 
upon an estimated revenue of $800,- 
000 per year and the other based upon 
an estimated revenue of $1,000,000 
per year. Under the first estimate, ap- 
plicant obtains a net revenue, before 
interest of $101,081 and under the 
second estimate a net revenue, before 
interest of $149,300. Mr. Ready, on 
a contemplated revenue of $800,000 
per year estimates that applicant will 
operate at a deficit, after interest, of 
$10,993 if applicant is able to purchase 
gasoline at 10 cents per gallon, and 
$43,333 if the price of gasoline is 134 
cents per gallon. In Mr. Ready’s 
estimate, no charge has been made 
for tolls, which would amount to $40,- 
000 per year, thus making estimated 
deficits of $50,993 and $83,333, re- 


spectively. 
[2] It is obvious that applicant has 
used the most favorable costs in ar- 


riving at its estimates. For instance, 
it has computed the cost of gasoline 
at 10 cents per gallon, but with rising 
costs and prices, we do not believe that 
fuel will be obtained at this price. 
Likewise, considering the present 
trend, it is not unlikely that applicant 
will be confronted with increased labor 
costs. Depreciation has been comput- 
ed on a 10-year, 5 per cent sinking- 
fund basis, and we believe that such 
basis is too low, particularly if con- 
sideration is given to obsolescence. 
Moreover, all of the above estimates 
were made by assuming that applicant 
would obtain all of the traffic now 
moving via the Northwestern Pacific 
Railroad. This assumption is errone- 
ous, as the record shows that the rail 
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company has no immediate plan to dis- 
continue its interurban service, even 
though the proposed service is inaugu- 
rated by applicant. But even assum- 
ing that eventually the Northwestern 
Pacific Railroad would be forced to 
abandon its interurban service, no 
consideration has been given to the 
competition of the Pacific Greyhound 
Lines which for many years exercised 
and now proposes to exercise operative 
rights (the legality of which rights 
are now challenged by applicant) to 
perform local service between San 
Francisco and a major portion of that 
area proposed to be served by applicant 
and which is now served by the North- 
western Pacific Railroad. 

Moreover, effective May 27, 1937, 
the Northwestern Pacific Railroad 
substantially reduced many of its one- 
way and round-trip fares on its subur- 
ban lines. These rates were met by 
the Pacific Greyhound Lines. As ap- 
plicant proposes to operate in com- 
petition with the Northwestern Pacific 
Railroad, granting the assumption that 
traffic will be stimulated, a reduction 
in applicant’s operating revenue will 
likely result if it meets the Northwest- 
ern Pacific Railroad fares. A com- 
parison of the fares proposed by ap- 
plicant and those now in effect via the 
Northwestern Pacific Railroad be- 
tween San Francisco and some of the 
more important Marin county points 
is shown below: [Table omitted. ] 

On this record it must be concluded 
that not only has applicant failed to 
sustain the burden of proof by a con- 
vincing showing that it could operate 





8 The return to the questionnaire (see page 
7) shows that a considerable portion of the 
traveling public (30.9 per cent to 59 per cent) 
would still use the service of the Northwestern 


' Pacific Railroad. 
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at a profit, but, considering other fac- 
tors hereinafter discussed, the conclu- 
sion is inescapable that the service 
cannot be performed at a profit. 


Applicant’s Ability to Maintain 
Proposed Schedules 


Computed on the basis of 58 per 
cent commuter patronage, applicant 
estimates that the average saving of 
time to the Marin county commuter 
with the proposed service would be 
15.8 minutes, and to the occasional 
rider 11.30 minutes, or a weighted 
average saving in time for both com- 
muter and occasional riders of 13.93 
minutes. It is also estimated by ap- 
plicant that 25 per cent of all riders 
would be able to eliminate a street car 
ride in San Francisco. 

A comparable study of the probable 
saving in time was also made by Mr. 
Ready (Exhibit No. 7). His results 
are shown in the following tabulation : 
[Table omitted. ] 

The first route proposed was via 
Van Ness avenue, but this was not ac- 
ceptable to the city and county of San 
Francisco. Following the rejection of 
this plan applicant then attempted to 
enter via Columbus avenue, which was 
likewise disapproved by the city and 
county. Applicant then proposed to 
operate via the Embarcadero, which is 
under the jurisdiction of the state of 
California, but was unable to receive 
the consent of the state officials. 
Finally, applicant was forced to accept 
the irregular route via Battery, Bush, 
and Montgomery streets, through an 
extermely congested area. Applicant 
Proposes to operate busses during the 
peak period on a headway of approx- 
imately forty-five seconds, without the 
use of terminals, relying entirely upon 
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curb loading in an area which is not 
conducive to expedited loading and 
unloading of passengers or to an ex- 
pedited movement of the vehicles. 


The lack of terminals and the con- 
gested area through which applicant 
proposes to operate cast grave doubt 
on the ability to maintain the proposed 
schedules. Unless these schedules are 
maintained the public will not be bene- 
fited materially, if at all, in a saving 
of time. 


Applicant’s Financial Responsibility 


[3] As heretofore stated, applicant 
now proposes to issue and sell $1,500,- 
000 of stock at par for cash and to 
use ($225,000) 15 per cent of the par 
value of stock sold to pay brokerage or 
commission charges and to use the 
remaining 85 per cent to pay organiza- 
tion costs, to finance the cost of equip- 
ment, and to provide working capital. 
The record indicates that arrange- 
ments have been made by applicant 
whereby Mr. Lyman Grimes, of the 
firm of Grimes and Swift, will under- 
take to sell the stock covered by this 
application. 

Mr. Grimes testified that he and his 
associates would not underwrite the 
issue but would act as agents for the 
company, that they are not committed 
to acquire any stock, and that in the 
event they were unable to market the 
entire amount they would be at liberty 
to close the campaign and to withdraw 
from the transaction. 

Harry E. Speas, vice president of 
applicant, testified that the company 
may decide to place its order for its 
busses in advance of the receipt of the 
total proceeds from the sale of the 
stock, in which case a line of credit 
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would be established with the vendors 
of said equipment whereby the com- 
pany could make a down payment of 
ten per cent of the cost and carry the 
balance over a period of three years 
with interest at the rate of 6 per cent 
per annum. The record in this con- 
nection shows that nothing is included 
for interest in the company’s estimate 
of capital costs or of expense of op- 
eration. Moreover, no request has 
been made for authority to execute 
such evidences of indebtedness. 

Under the plan just outlined the title 
to the equipment would remain in the 
manufacturer or seller. The applicant 
would have nothing but the sales con- 
tract and would be without title to the 
busses until all conditions contained in 
said sales contract were fully per- 
formed. The record shows that under 
existing conditions applicant would not 
be able to meet its obligation under 
In such a dis- 


said sales agreement. 
astrous event we see the likelihood of 
repossession of said equipment by the 


seller. Thereupon the stockholders 
would have nothing to represent their 
investment but the empty shell of the 
corporation plus the certificate author- 
izing the operation with no equipment 
with which to operate. We are forced 
to the conclusion from our analysis of 
the estimated earnings that the crea- 
tion of such a capital indebtedness 
would seriously jeopardize any invest- 
ment in the stock of applicant com- 
pany. 

[4, 5] Applicant’s estimate of its 
capital requirements includes an allow- 
ance for organization and preliminary 
expenses of $90,000, which amount is 
segregated by Mr. Hopkins, applicant’s 
engineer, as follows: 

20 P.U.R.(N.S.) 


Administration (service to Mr. Speas 
for two and one-half years as organ- 
izer) 

Legal expenses 

Engineering expenses 

Office supplies and secretarial help ... 

Preliminary expenses 


The $25,000 item, it appears, is a 
straight salary allowance for Mr. 
Speas, such expenses as he may have 
incurred being in addition thereto and 
being included in the other preliminary 
expenses. There is nothing in the rec- 
ord showing the actual expenses in- 
curred for organization and prelimi- 
nary costs or other promotion expens- 
es; and there is little, if any, showing 
as to the reasonableness of the allow- 
ances included in the foregoing tabula- 
tion. 

If the company were successful in 
selling the $1,510,000 of stock at par, 
it would use 78.90 per cent of the pro- 
ceeds, or $1,191,450 to acquire busses 
and equipment, service cars, machin- 
ery, tools, buildings, furniture and 
fixtures, materials and supplies, and 
working capital, and would use 21.10 
per cent of the proceeds or $318,550 
to pay stock selling, legal fees, organ- 
ization and preliminary expenses or 
for purposes not specified. Such an 
overhead expense is unwarranted and 
beyond reason. 

We cannot on the basis of the record 
regard this undertaking other than a 
promotional enterprise in which the 
organizers do not come forward with 
any money in hand to finance the en- 
terprise. They have submitted no 
evidence of either their ability or in- 
clination to supply a substantial por- 
tion of the funds needed by applicant. 
As the matter has been presented to 
this Commission the proponents in- 
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tend to secure by sale of stock to 
outsiders practically all the money nec- 
essary to establish the service. Mr. 
Speas testified that “our hope and pur- 
pose is to spread the stock holdings as 
widely as possible.” They propose to 
use $90,000 of stock proceeds to com- 
pensate themselves and pay legal fees 
and preliminary expenses, and use 
$225,000 of stock proceeds to pay 
commissions to sell the stock. The 
project is not financed. 

This Commission in numerous in- 
stances has denied applications for 
permission to issue securities when it 
felt that an enterprise would prove un- 
profitable and when from its inception 
it would be burdened with an unusual- 
ly large expenditure for organization 
purposes. This is known to applicant’s 
counsel, one of whom, in cross-exam- 
ining a witness, asked the following 
question : 

“You know, of course, that the 
Railroad Commission would not grant 
a permit to any applicant unless the 
Railroad Commission through its 
financial department, was satisfied that 
the applicant could be properly fi- 
nanced and that the applicant could 
make money in furnishing the public 


service, don’t you?” (Transcript p. 
672.) 


We have already found herein that 
the service proposed by applicant will 


prove unprofitable. It therefore fol- 
lows that applicant’s proposed stock 
issue cannot be classified as an invest- 
ment stock. Moreover, a wide distri- 
bution thereof is proposed. If this 
were a case where an individual sought 
to invest his own money in a competi- 
tive enterprise we might view the situ- 
ation differently. As it is, we do not 
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know who the stockholders will be, 
whether they will be in a position to 
meet their financial obligations, or the 
full extent of their inevitable suffering 
by reason of their investment in an 
enterprise which seems foredoomed to 
failure. 

The proposed plan is unsound. The 
best time to recognize its infirmities is 
the present. The conclusion is ines- 
capable that applicant has utterly failed 
to show that it is financially able to 
inaugurate and maintain the proposed 
service. It is unquestionably in the 
interests of the communities affected 
to have the application denied now, 
for the way is thereby left wide open 
for the inauguration of a service, ade- 
quately financed, dependable, and en- 
during, and which the future may 
demonstrate as being in the public in- 
terest. 


Protection of the Investing Public 


[6] For the Commission to permit 
the issuance and widespread distribu- 
tion of this stock with its approval, 
would be a betrayal of its trust to the 
public. The Commission, if this ap- 
plication were granted, would, in ef- 
fect, place its stamp of approval upon 
the stock as a reasonably prudent in- 
vestment. This is not a case where 
the doctrine of caveat emptor can be 
invoked, for, under the law, the Com- 
mission is charged with the duty of 
scrutinizing and passing upon stock 
issues of public utilities. The small 
investors invest heavily in public utili- 
ties’ securities with the assurance that 
their soundness has been passed upon 
and approved by the Commission. 
We do not mean by this that the Com- 
mission can be charged with guaran- 
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teeing to either the utility or the in- 
vestor success and dividends. All 
privately operated utilities embark up- 
on a course beset with unforeseen 
hazards and possible failures. These 
are the dangers and chances which con- 
tinually confront the investing public. 
But we do emphatically mean that the 
Commission is charged, among its 
primary duties and functions, to pro- 
tect the investing public from any pro- 
motion upon whose very face appears 
the likelihood of failure and disaster. 
The instant proposal appears to us as 
being one of this kind. 


The Effect upon the Traveling Public 
of Marin County 


As heretofore stated, interurban 
transportation from and to Marin 
county is now provided by the North- 
western Pacific Railroad and Pacific 
Greyhound Lines. Both of these lines, 
in so far as this record is concerned, 
propose to continue operation. For 
the time being at least, Marin county 
with three carriers would have a su- 
perabundance of transportation, and 
two of these carriers, Bridge Bus Lines 
Corporation and Northwestern Pacific 
Railroad, would be operating at a loss. 
Were this Commission to grant the 
certificate as prayed for, the entire 
field of transportation of passengers 
by common carriers between Marin 
county points and San Francisco 
would become immediately demoral- 
ized ; and we fear that the public would 
experience, at an early date, the de- 
plorable condition where they would 
enjoy no major service whatsoever, 
where the Northwestern Pacific Rail- 
road would have retired from the field, 
and where a multitude of small inves- 
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tors, wholly unable to afford such 
losses, would find themselves stripped 
of their investment in the Bridge Bus 
Lines Corporation by reason of its 
failure to survive. 

A breakdown of the major trans- 
portation system in Marin county, 
whatsoever system this might be, 
would be a disastrous blow to this sec- 
tion of California, and one from 
which recovery would be far removed. 

The Commission will deny this ap- 
plication. This action is not to be con- 
strued as a finding that a bus service 
over the Golden Gate bridge is not in 
the public interest. Indeed it may be 
that in the not distant future some 
plan may be presented to the Commis- 
sion by a financially responsible ap- 
plicant whereby a rapid, efficient, and 
enduring transportation service could 
be inaugurated and maintained. But 
to grant this application at this time 
under the circumstances may foreclose 
for years the realization of any plan 
for a rapid and efficient service from 
and to Marin county. 

The Commission also admonishes 
the Northwestern Pacific Railroad 
Company that the denial of this appli- 
cation does not constitute an approval 
of its present service. With the de- 
velopment of the district which is now 
following the opening of the Golden 
Gate bridge, we may expect to see sub- 
stantial developments in the Marin 
area. Public transportation should 
show the way for such developments 
and the Northwestern Pacific Railroad 
Company is now placed upon notice 
that it must do its full public duty in 
the way of providing satisfactory and 
adequate transportation to this district. 


: The Commission will watch this situ- 
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ation and will direct its encouragement der unto the public the most satisfac- 
and succor to that form of common _ tory, rapid, and economical transporta- 
carrier service best calculated to ren- tion. 





CALIFORNIA SUPREME COURT 


J. P. Miller et al. 


Vv. 
Railroad Commission 


[S. F. 15761.] 
(— Cal. (2d) —, 70 P. (2d) 164.) 


Commissions, § 22 — Jurisdiction — Conflicting powers of court — Judicial 
decision. 
1. The Commission, after assuming jurisdiction over a public utility for 
the purpose of administering the law applicable to the activities of the 
utility, has exclusive jurisdiction over the regulation and control of the 
utility and may take any action necessary to the proper and complete exer- 
cise of this jurisdiction; and in the exercise of this jurisdiction the Com- 
mission may set aside any prior order or determination of the courts in 
matters coming under the exclusive jurisdiction of the Commission, p. 


203. 


Procedure, § 36 — Effect of Commission decision — Finality. 
2. The decision of the Commission in matters affecting public utilities is 
final and conclusive except as the same is restricted by the statutory pro- 
vision for a writ of review to the court in certain matters, p. 203. 


Judgment, § 2 — Res adjudicata — Effect of subsequent Commission action. 


3. A judgment of a court by which it is adjudged that a company is a 
public utility and that the plaintiffs in the action are the beneficiaries in the 
use of water devoted by the utility to public use, although valid and binding 
upon the parties until the Commission assumes jurisdiction, is upon assump- 
tion of jurisdiction by the Commission over the activities of the utility 
ineffective and of no binding effect upon the parties to the extent that it 
is in conflict with orders of the Commission ; and such judgment is not res 
adjudicata as to any right of the plaintiffs as beneficiaries in the use of the 
water devoted to a public use as against the future consideration of said 
right by the Commission, p. 203. 


Service, § 351 — Irrigation — Water right. 

4. The title of customers of an irrigation company to a quantity of water 
for irrigation and domestic purposes cannot be quieted by a judgment as 
against claims of the utility company acting under Commission orders, 
since no private estate can be created in property devoted to a public use 
and a consumer of water cannot have a water right in the sense of a 
private freehold interest in the real estate of the distributing company, his 
right being simply a right of service, p. 205. 
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Orders, § 12 — Finality — Failure to obtain review. 
5. A Commission order directing the discontinuance of water for certain 
purposes becomes final if no attempt is made to have the order reviewed 
by the court, p. 206. 

Rates, § 412 — Irrigation — Basis — Water formerly used by others. 


6. Failure of the Commission in fixing irrigation rates to include water 
formerly used by customers who have since acquired a private source of 
water is not erroneous although the entire burden of operating and main- 
taining the irrigation canal is thereby cast upon the remaining customers, 


p. 206 
Service, § 250 — Discontinuance — Right of individual. 
7. A water user having no further use of water furnished by an irrigation 
utility cannot be forced either to receive his proportion of the waters of the 
irrigation canal or to pay for the same without using it, p. 206. 
Appeal and review, § 33 — Scope of review — Receipt of evidence. 
8. The court has no authority to receive evidence but must hear the cause 
on the record of the Commission as certified to the court, p. 206. 
Rates, § 143 — Reasonableness — Cost of service. 
9. Rates which do not produce sufficient revenue to maintain the operating 
plant of a public utility are neither unreasonable nor excessive, p. 207. 
Rates, § 125 — Reasonableness — Ability to pay. 


10. Inability of customers to pay reasonable rates does not justify the fixing 
of rates which would be unjust to the public utility and insufficient to pay 
the cost of maintaining its operating plant, p. 207. 


Return, § 50 — Confiscation, 
11. Neither the court nor the Commission is authorized to fix or approve 
a rate which would confiscate the property of a public utility, p. 207. 


[July 1, 1937. Rehearing denied July 29, 1937.] 
N BANC, 


REvIEW of Commission order fixing irrigation 
rates and directing discontinuance of water service for 
the purpose of watering stock; order affirmed. 


¥ 


APPEARANCES: Carr & Kennedy, 
of Redding, for petitioners; Ira H. 
Rowell, Roderick B. Cassidy, and Gil- 
more Tillman, all of San Francisco, 
for respondent; Hardin Barry, of 
Susanville, and Cooley, Crowley & 
Supple, of San Francisco, for inter- 
vener. 


Curtis, J.: Petition to review order 
of the Railroad Commission fixing 
rates to be charged petitioners for 
service rendered them by the C. W. 
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Clarke Company, a corporation, in 
furnishing petitioners water for ir- 
rigating purposes. The petition also 
asks for a review of said order au- 
thorizing and directing the discontin- 
uance by the C. W. Clarke Company 
of water theretofore delivered to peti- 
tioners for the purpose of watering the 
latter’s stock. 

The C. W. Clarke Company was 
adjudged to be a public utility by the 
superior court of the county of Modoc. 


‘The judgment in that action was af- 
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firmed by this court. Babcock v. C. 
W. Clarke Co. (1931) 213 Cal. 389, 
2 P. (2d) 155. Facts pertinent to 
the present action will be found stated 
in the opinion rendered in that case. 
A brief outline, however, of the fur- 
ther facts will assist in an understand- 
ing of the present opinion. The prede- 
cessors of the C. W. Clarke Company 
were the owners of a tract of swamp 
land comprising about 4,500 acres ly- 
ing in the county of Modoc. Through 
this tract of land Ash creek ran in a 
westerly direction and emptied into 
Pit river. The owners were desirous 
of draining their said land, and for 
that purpose constructed a canal, the 
intake of which was located upstream 
from their said lands. The canal was 


several miles in length and extended 
in a westerly direction and finally 
emptied its waters into Pit river be- 
low the junction of Ash creek and Pit 


river. Petitioners were the owners of 
lands lying along said canal. They 
were desirous of securing water from 
said canal for use upon their said lands. 
After some negotiations with the 
owners of said canal, the latter agreed 
that petitioners and the Babcocks, 
hereinafter more particularly referred 
to, might use the water in said canal 
for the purpose of irrigating the lands 
of petitioners during the irrigating 
season and also during the balance of 
the year for domestic and stock pur- 
poses. This arrangement continued 
for some years, when the lessee of C. 
W. Clarke Company (the latter in the 
meantime having succeeded to the 
ownership of the swamp lands and of 
said canal), refused to turn into said 
canal any water from Ash creek and 
denied petitioners’ right to receive 
from said canal any water either for 
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purposes of irrigation or for watering 
stock. The result of this disagreement 
was that petitioners and the Babcocks 
instituted the action of Babcock v. C. 
W. Clarke Co. mentioned above. As 
stated above, the C. W. Clarke Com- 
pany was adjudged in said action a 
public utility as to that part of the 
water flowing in said canal which had 
theretofore been furnished to the land- 
owners lying along said canal for the 
purpose of irrigating their said lands, 
and for domestic use and for watering 
live stock. The defendants in said 
action were the C. W. Clarke Com- 
pany and its tenant. In said judgment 
the court fixed the price for the use of 
said water for irrigation, domestic, and 
stock purposes by the plaintiffs there- 
in at “the sum of $1 per acre, or such 
other sum of money as may be provid- 
ed by law for the irrigation of each 
acre of the lands of plaintiff herein- 
after described.” The acreage of the 
plaintiffs at the date of said judgment 
amounted to 595 acres, and the acre- 
age of the present petitioners amounts 
to 265 acres. Subsequent to the trial 
of said action, the Babcocks, who were 
among the plaintiffs in said action and 
who were the owners of 330 acres of 
said lands, to whom there were award- 
ed by said judgment the use of 330 
inches of water, having acquired a 
private water right sufficient for their 
use, ceased to use any water from the 
Clarke canal and ever since then have 
discontinued said use. The Babcocks 
applied to the Railroad Commission to 
approve an agreement between them 
and the Clarke Company whereby the 
company would be relieved of all 
future public utility obligations to the 
Babcocks. This application was re- 
fused. At the same hearing, the Com- 
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mission by its order dated September 
17, 1934, advanced the rate for irriga- 
tion water from $1 to $2.25 per acre 
per annum for two 15-day irrigation 
periods, and $1.50 per acre for each 
additional period of fifteen days. This 
order further provided for the discon- 
tinuance of deliveries of stock water 
outside of the irrigating season. No 
petition for a review of this order was 
ever made to this court. The com- 
pany proceeded to comply with this 
order, but contempt proceedings were 
instituted by the petitioners against the 
company for the violation of the judg- 
ment rendered in the case of Babcock 
v. C. W. Clarke Co. supra. 

Upon a hearing in said contempt 
proceeding before the superior court 
of the county of Modoc, the following 
order was made: 

“Tt appearing to the court that the 
defendants had violated the provisions 
of the judgment heretofore rendered 
by this court, but that they had done 
so under circumstances that excused 
them from a wilful disregard of the 
provisions of said judgment; they are 
therefore hereby discharged, upon the 
understanding that they will not in the 
future, at any time, fail to furnish the 
plaintiffs the water for stock and do- 
mestic purposes to which plaintiffs are 
entitled under said judgment. 

“It being the opinion of the court, 
that the order of the Railroad Com- 
mission to the effect that the defend- 
ants be absolved from furnishing wa- 
ter for stock and domestic purposes 
during the nonirrigating season is 
void, being in excess of its jurisdic- 
tion.” 

This order of court was dated De- 
cember 24, 1935, and after that date 


the C. W. Clarke Company complied ' 
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therewith by furnishing to petition- 
ers water for stock and domestic pur- 
poses during the nonirrigating sea- 
son. The order of the Commission of 
date September 17, 1934, remained in 
force, and was apparently acquiesced 
in by petitioners in so far as the same 
fixed the rate to be paid for irrigating 
water until the date of the present or- 
der, now under review in this proceed- 
ing, which bears date July 27, 1936. 
The present order fixes the rate for 
water delivered for irrigation, entitling 
the consumer to three irrigations dur- 
ing each year, if desired, at “$7.50 per 
miner’s inch continuous flow per acre,” 
and also orders C. W. Clarke Com- 
pany to discontinue further deliveries 
outside of the irrigating season “of 
stock water theretofore authorized by 
the judgment No. 2789” (being the 
judgment of the superior court in Mo- 
doc county, affirmed by this court in 
Babcock v. C. W. Clarke Co. supra). 
In.this order the position of the Com- 
mission was stated as follows: “The 
testimony of the water users, who are 
all stock raisers, is unanimously to the 
effect that none of them can afford to 
pay more than the present rate of $2.25 
per acre even with stock water fur- 
nished throughout the year without 
additional charge. It is clear that the 
company can no longer afford to oper- 
ate under present rates and equally 
evident that this Commission cannot 
require it to continue service at an out- 
of-pocket loss without confiscating its 
property without due process of law. 
The situation since withdrawal of the 
Babcocks as consumers is as regret- 
table as it is most unfortunate and 
hopeless. Delivery of water to the 
few remaining consumers will necessi- 
tate a rate of $7.50 per acre year. If 
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the service at this price is prohibitive 
to the consumers, there remains noth- 
ing further than the abandonment of 
the public utility service.” 

In this proceeding for a review 
of the order of the Commission, the 
Clarke Company asked and was grant- 
ed leave to intervene. It has appeared 
herein and filed a brief in support of 
the order of the Commission fixing the 
rate to be charged by it for irrigating 
water at $7.50 per acre, and direct- 
ing it to discontinuance furnishing 
stock water to petitioners. The Com- 
mission is also contesting the grant- 
ing of the petition and has joined with 
intervener in asking for an affirmance 
of the Commission’s order. 

[1-3] By § 23 of Art. 12 of the 
Constitution all public utilities are 
made subject to control and regulation 
by the Railroad Commission. This 
grant of power to the Commission is 
reiterated in § 31 of the Public Utili- 
This 


ties Act (St. 1915, p. 132). 


jurisdiction, however, is not exclusive, 


and until the Railroad Commission 
has acted in reference to any public 
utility the superior court has jurisdic- 
tion in equity to enforce an obligation 
imposed by law upon such utility. But 
after the Commission has assumed 
jurisdiction over a public utility for 
the purpose of administering the law 
applicable to the activities of the util- 
ity, the Commission has exclusive ju- 
risdiction over the regulation and con- 
trol of said utility and may take any 
action necessary to the proper and 
complete exercise of this jurisdiction. 
In the exercise of this jurisdiction the 
Commission may set aside any prior 
order or determination of the courts 
in matters coming under the exclusive 
jurisdiction of the Commission. This 
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decision of the Railroad Commission 
in matters affecting public utilities is 
final and conclusive except as the same 
is restricted by § 67 of the Public 
Utilities Act (Stats. 1915, p. 161 as 
amended by Stats. 1933, p. 1157), 
which provides for a writ of review 
to this court in certain matters. These 
principles are enunciated and estab- 
lished by the decision of this court in 
the case of Truck Owners & Shippers 
v. Superior Court (1924) 194 Cal. 
146, 159, 228 Pac. 19, 24. In uphold- 
ing the power of the superior court in 
matters affecting public utilities where 
the Commission has never exercised 
its jurisdiction over said utilities, this 
court said in the case just cited: “Un- 
til it [the legislature] has further ex- 
ercised its power to divest the superior 
court of its powers in matters affect- 
ing public utilities, it must be conclud- 
ed that such courts as courts of gen- 
eral jurisdiction are open to others as 
well as to those upon whom the right 
to resort thereto is specially conferred 
by the Public Utilities Act and that, 
therefore, the respondent court had 
jurisdiction to entertain and decide the 
pending action, and to take the neces- 
sary steps to enforce its orders and 
judgment therein.” 

In support of the further proposi- 
tion of law contained in our statement 
above, we quote the following from 
the cited case (194 Cal. at p. 155): 
“Tt is insisted by petitioners that, un- 
less the Railroad Commission has ex- 
clusive jurisdiction to determine the 
questions of fact involved in said in- 
junction suit and to make its order ac- 
cordingly, great confusion will arise 
for the reason that the superior courts 
in the several counties may make wide- 
ly divergent decisions touching the 
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same or similar facts. It is particu- 
larly urged by counsel for the Rail- 
road Commission, appearing as ami- 
cus curiz, that it is the peculiar and 
sole province of the Commission to 
determine the fact as to whether or 
no any particular individual or com- 
pany is operating ‘between fixed 
termini and over a regular route’ and 
is, therefore, a ‘transportation com- 
pany.’ And it is argued that if the 
superior court should find, as it has 
found in the pending case, that the pe- 
titioners are transportation compa- 
nies, and suppose, say counsel, that 
later on the Commission should as- 
sume jurisdiction in a proper proceed- 
ing before it, and should determine 
that the said operations were not ‘be- 
tween fixed termini and over a regu- 
lar route,’ and that still later an appli- 
cation should be made to the superior 
court to dissolve the injunction and 
the court should deny the motion, 
would not such denial be an interfer- 
ence ‘with the Commission in the per- 
formance of its official duty’? In an- 
swer to the query it should be borne 
in mind that we are not here dealing 
with a situation where the Commis- 
sion has acted. It may also be noted 
that the Commission undoubtedly has 
power to inquire into the methods and 
activities of the plaintiffs, as well as 
the defendants, in said action as to 
their transportation operations, either 
on its own motion or on the complaint 
of petitioners. Likewise it may be not- 
ed that the functions of the Commis- 
sion may be brought into play by an 
application by petitioners for a certifi- 
cate of public convenience and neces- 
sity. If such certificate be granted, 
the injunction in the pending cause 


would cease, for by its own terms it ' 
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is enforceable against the petitioners 
only ‘until they shall have obtained 
from the Railroad Commission of the 
state of California a certificate declar- 
ing that public convenience and neces- 
sity require such operation.’ Further- 
more, if the Commission should as- 
sume jurisdiction in an investigation 
as to the activities of the petitioner 
and the injunction plaintiff, or both, 
and should determine under subdivi- 
sion (3) of § 1 of the Auto Stage and 
Truck Transportation Act that the 
petitioners were not operating ‘be- 
tween fixed termini and over a regu- 
lar route’ and, therefore, were not 
transportation companies as defined 
by that act, its finding would not be 
subject to review and it would then 
have the power, under § 31 of the 
Public Utilities Act, to make all neces- 
sary orders to enforce its decision in 
the matter.” 

Applying the principles of law an- 
nounced above, we conclude that the 
superior court of the county of Modoc 
had jurisdiction to render the judg- 
ment in the case brought by petition- 
ers and others against the C. W. 
Clarke Company, in which it was ad- 
judged that the company was a public 
utility and that the plaintiffs in said 
action were the beneficiaries in the 
use of the water devoted to public use 
by said utility. We further hold that 
said judgment was valid and binding 
upon the parties to said action until 
the Railroad Commission assumed 
jurisdiction of said utility for the pur- 
pose of regulating its operations, and, 
upon its assumption of jurisdiction 
over the activities of said utility, any 
order or judgment of the superior 
court in conflict with the orders of the 
Commission is to that extent ineffec- 





MILLER v. RAILROAD COMMISSION 


tive and of no binding effect upon the 
parties thereto. This conclusion must 
necessarily follow from the provisions 
of the Constitution and the Public 
Utilities Act, and particularly from 
§ 31 thereof, which provides that: 
“The Railroad Commission is hereby 
vested with power and jurisdiction to 
supervise and regulate every public 
utility in the state and to do all things, 
whether herein specifically designated 
or in addition thereto, which are nec- 
essary and convenient in the exercise 
of such power and jurisdiction.” 

The judgment of the superior court 
of Modoc county was not therefore 
res judicata as to any right of the 
plaintiffs as beneficiaries in the use of 
the water devoted to a public use by 
the defendant in said action as against 
the future consideration of said right 
by the Commission. When the Rail- 
road Commission assumed jurisdic- 
tion over said public utility, as it did 
at the time of the hearing of the appli- 
cation of the Clarke Company to in- 
crease the rates for water delivered to 
petitioners, which resulted in the order 
of September 17, 1934, its jurisdiction 
over the activities of said utility was 
exclusive and plenary, except by pro- 
ceedings in review to this court, un- 
hampered and unrestrained by the 
previous judgment of the superior 
court of the county of Modoc. In 
this order of September 17, 1934, the 
Commission ordered that the diver- 
sion of water for stock purposes be 
discontinued during the nonirrigating 
season. Petitioners took no steps to 
have this order reviewed by this court, 
but instituted contempt proceedings to 
the superior court of the county of 
Modoc against the utility to have its 
officers punished for violating the in- 
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junctive provisions of said judgment. 
From a legal standpoint these proteed- 
ings were ineffective for any purpose, 
as the judgment had been superseded 
by the action of the Commission in as- 
suming jurisdiction over said utility 
and by its order that the diversion of 
water be discontinued for stock pur- 
poses. 

[4] Petitioners contend, however, 
that by the terms of said judgment 
their title to the quantity of water, 
both for irrigation purposes and for 
domestic purposes, was quieted as 
against the claims of the defendants 
in said action. If by this contention 
petitioners claim that by said judg- 
ment they were decreed a private right 
or estate to the waters in said canal, 
we think they are in error. “. . . no pri- 
vate estate can be created in property 
devoted to a public use, and a con- 
sumer of water cannot have a water 
right in the sense of a private free- 
hold interest in the real estate of the 
distributing company ; that his right is 
simply a right of service.’ Glenn-Co- 
lusa Irrig. Dist. v. Paulson (1925) 75 
Cal. App. 57, 69, 242 Pac. 494, 499. 
See, also, Leavitt v. Lassen Irrig. Co. 
(1909) 157 Cal. 82, 106 Pac. 404, 29 
L.R.A.(N.S.) 213; Coulter v. Sausa- 
lito Bay Water Co. (1932) 122 Cal. 
App. 480, 497, 10 P. (2d) 780; Hil- 
dreth v. Montecito Creek Water Co. 
(1903) 139 Cal. 22, 29, 72 Pac. 395. 

There is a provision in the judg- 
ment that each and all of the rights 
of the plaintiff in said action in and 
to the waters of Ash creek at the times 
and in the amounts as hereinbefore 
specified be quieted as against the de- 
fendants in said action. But the 
“rights” of the plaintiffs in the waters 
of Ash creek were to receive the same 
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for irrigation, domestic, and stock 
purposes “for the price and sum of $1 
per acre, or such other sum as may be 
provided by law.” This right is sim- 
ply a right of service, a right to be 
furnished with water by the utility up- 
on payment of the price, and not a 
water right in the ordinary sense of 
“a private freehold interest in the real 
estate of the distributing company.” 
Glenn-Colusa Irrig. Dist. v. Paulson, 
supra. Such a right, as we have seen, 
is held by the beneficiary subject to 
the control and regulation thereof by 
the Railroad Commission. We have 
searched in vain in the judgment for 
any provision therein giving to the 
plaintiffs in said action a private right, 
as distinguished from a mere right of 
service, in the waters flowing in said 
canal. The terms of the judgment 


are clear that the Clarke Company is 
a public utility and that plaintiffs are 


entitled to be served with water by 
the utility upon payment of the rates 
fixed by law, and there is not an inti- 
mation therein that the plaintiffs in 
said action have any further or addi- 
tional rights in said waters than this 
right of service. 

[5] Petitioner assails the order of 
the Commission of date July 27, 1936, 
upon the ground that the Commission 
did not regularly pursue its authority 
when it ordered the Clarke Company 
to discontinue the diversion to them 
of water for stock purposes and that 
the rates fixed for irrigation water 
were unreasonable, excessive, and pro- 
hibitive. As to that part of the order 
directing the discontinuance of stock 
water, as we have already seen, the 
same direction was contained in the 
previous order of the Commission un- 


der date of September 17, 1934. No’ 


attempt was made by petitioners to 
have this order reviewed by this court, 
It has therefore become final. The 
order as to this service subsequently 
made containing the same direction 
can have no effect upon the first order 
which has become final. If the later 
order were set aside the former and fi- 
nal order would still stand and govern 
the rights of the parties herein. A re- 
view of the later order would there- 
fore be productive of no result which 
would in any way affect said rights. 

[6-8] The contention that the 
Railroad Commission in its latest or- 
der fixing the rates to be charged pe- 
titioners for water for irrigating pur- 
poses did not regularly pursue its au- 
thority and therefore the order should 
be set aside on review is based upon 
two grounds, the first of which is the 
failure of the Commission to include 
the 330 inches of water, formerly used 
by the Babcocks, in the total amount 
of water as a basis for fixing said 
rates. Petitioners contend, in the first 
place, that the Clarke Company was 
without authority to release the Bab- 
cocks from their obligation to receive 
their proportion of the waters of said 
canal, and thereby cast upon petition- 
ers the entire burden of operating and 
maintaining said canal. As we view 
this question, it was not so much the 
right of the utility to release the Bab- 
cocks as it was the right of the Bab- 
cocks to discontinue the use of water 
from said canal. It is conceded that 
the Babcocks had acquired a private 
water right sufficient for their pur- 
pose, and declined to accept any fur- 
ther service by the utility. It is true 
this water had been dedicated to a 
public use, but we have been cited to 
no authority, and we have been unable 
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to discover any through our own ef- 
forts, which holds that a water user, 
having no further use of the waters 
furnished by a public utility, can be 
forced either to receive his propor- 
tion of those waters or to pay for the 
same without using it. We admit 
that the withdrawal of the Babcocks 
as patrons of the utility produces a 
most serious situation, both for the 
utility and the remaining consumers, 
but we know of no legal action that 
can be taken by either the utility or the 
consumers or by the Commission to 
force the Babcocks to continue to ac- 
cept service from the public utility 
without their consent and after they 
have no use for that service. It is also 
claimed that the Clarke Company is 
using the water which formerly was 
used by the Babcocks in the irrigation 
of its own lands without paying any 
part of the cost of maintaining said 
canal. This claim is denied by the 
company. This was an issue proper- 
ly before the Commission. We have 
no authority to receive any evidence 
upon this or any other issue, but must 
hear the cause on the record of the 
Commission as certified to us. Section 
67, Public Utilities Act. No claim is 
made by petitioners that the implied 
finding of the Commission upon this 
issue adverse to petitioners is not sup- 
ported by the record. We must there- 
fore conclude that the Commission 
regularly pursued its authority in 
excluding the so-called Babcock wa- 
ter from the total amount of water 
upon which it based its order of July 
27, 1936, fixing the rates to be charged 
for water for irrigation purposes. 
[9-11] There remains yet to be 
considered the contention of petition- 
ers that said order fixing the water 


rates at $7.50 per acre per annum is 
unreasonable, excessive, and prohibi- 
tive. The evidence before the Com- 
mission shows conclusively that the 
rates fixed by the Commission by its 
order under review will not raise suf- 
ficient revenue to meet the cost of 
maintaining the canal from which the 
petitioners received water for the ir- 
rigation of their lands, without allow- 
ing the public utility any interest what- 
ever upon its investment. In the case 
of Contra Costa Water Co. v. Oak- 
land (1911) 159 Cal. 323, 334, 113 
Pac. 668, 674, the law upon this sub- 
ject was declared as follows: “It is 
now settled that what one engaged in 
furnishing water to the public is en- 
titled to demand ‘is a fair return up- 
on the reasonable value of the prop- 
erty at the time it is being used for 
the public,’ over and above its neces- 
sary operating expenses, including 
current repairs and taxes’’ and “an an- 
nual allowance to prévide for making 
good the depreciation which must oc- 
cur in much of the property used in 
such a service.” 


This same principle is recognized 
in the following cases: Spring Valley 


Water Works v. San _ Francisco 
(1890) 82 Cal. 286, 307, 22 Pac. 910, 
1046, 6 L.R.A. 756, 16 Am. St. Rep. 
116; San Joaquin Light & P. Corp. 
v. Railroad Commission, 175 Cal. 74, 
77, P.U.R.1917E, 37, 165 Pac. 16; 
Lyon & Hoag v. Railroad Commis- 
sion, 183 Cal. 145, 146, P.U.R.1920F, 
227, 190 Pac. 795, 11 A.L.R. 249; 
and Brooks-Scanlon Co. v. Louisiana 
R. Commission, 251 U. S. 396, 64 
L. ed. 323, P.U.R.1920C, 579, 40 
S. Ct. 183. 

It cannot be said that rates which 
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do not produce sufficient revenue to 
maintain the operating plant of a pub- 
lic utility are either unreasonable or 
excessive. It is true that in the order 
under review the Commission stated 
that the testimony of the water users 
was unanimously to the effect that 
none of them could afford to pay a 
rate of more than $2.25 per acre, even 
with stock water furnished during the 
entire year without additional cost. 
We may assume that this recital in 
the order of the testimony of the wa- 
ter users states their true condition, 
but does their inability to pay reason- 
able rates justify the fixing of rates 
which would be unjust to the public 
utility and insufficient to pay the cost 
of maintaining its operating plant? 
The authorities are all to the contrary, 
and neither the courts nor the Com- 


mission is authorized to fix or approve 
a rate which would confiscate the 
property of the utility. Spring Val- 
ley Water Works v. San Francisco, 
supra. 

We regret the unfortunate situa- 
tion in which the order of the Rail- 
road Commission leaves the petition- 
ers, but no legal method has been sug- 
gested either to the Commission or to 
this court whereby they may be res- 
cued from the dilemma in which they 
have been placed by an unfortunate 
set of circumstances occasioned by no 
act of their own or by any neglect of 
duty on the part of the intervener. 
The order of the Commission must be, 
and the same is, therefore, affirmed. 


We concur: Shenk, J.; Langdon, 
J.; Edmonds, J.; Seawell, J. 





NORTH CAROLINA SUPREME COURT 


Carolina Power & Light Company 


Johnston County Electric Membership 
Corporation et al. 


[No. 450.] 
(— N. C. —, 192 S. E. 105.) 


Certificates of convenience and necessity, § 53 — When required — Electric 


membership corporation. 


An electric membership corporation organized under the provisions of Chap. 
291, Public Laws of North Carolina, 1935, N. C. Code 1935, §§ 1694 (7) to 
1694 (28) is not required to obtain from the Utility Commissioner a cer- 
tificate that public convenience and necessity requires or will require the 
construction and operation of its electrical facilities, under Chap. 455, Public 
Laws of North Carolina, 1931, N. C. Code of 1935, § 1037 (d), in view 
of the provision of the 1935 law that the act is complete in itself, shall 
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be controlling, and the provisions 
corporation formed under the act. 


[June 30, 


of any other law shall not apply to a 


1937.] 


NJUNCTION suit to restrain operation by an electric member- 
ship corporation without a certificate of convenience and 


necessity; judgment of Superior Court dissolving a temporary 
restraining order and dismissing the action affirmed. 


¥ 


This is an action for judgment: 

1. That the defendants be perpetu- 
ally restrained and enjoined: 

“(a) From, in any manner or by 
any means, inducing, persuading, co- 
ercing, or intimidating any person or 
persons to fail or refuse to comply 
with his or their contracts or agree- 
ments with the plaintiff to wire his or 
their premises and to take electric 
service from the plaintiff. 

“(b) From, in any manner or by 
any means, inducing, persuading, co- 
ercing, or intimidating any person or 
persons to discontinue the taking of 
electric service from the plaintiff in 
violation of his or their contracts or 
agreements with the plaintiff to take 
such service. 

“(c) From, in any manner or by 
any means, interfering with the plain- 
tiff in the construction and operation 
of its rural lines in Johnston county, 
where plaintiff has lawfully construct- 
ed and is now operating such lines, 
and from inducing, persuading, co- 
ercing, or intimidating prospective 
customers of the plaintiff along such 
lines not to take electric service from 
the plaintiff. 

“(d) From constructing or operat- 
ing any rural electric lines paralleling 
any rural lines of the plaintiff, or in 
territory occupied by the plaintiff, or 
in territory contiguous to the rural 
lines of the plaintiff, until or unless a 
[14] 


209 


certificate of convenience and neces- 
sity is first obtained by the defendant 
Johnston County Electric Member- 
ship Corporation from the North Car- 
olina Utilities Commissioner as pro- 
vided by law.” 

2. That the defendant Johnston 
County Electric Membership Corpo- 
ration is a public utility corporation 
and as such is required to obtain from 
the North Carolina Utilities Commis- 
sioner a certificate of convenience and 
necessity before it may proceed fur- 
ther with the construction or opera- 
tion of rural lines in competition with 
the plaintiff. 

3. That plaintiff have such other 
and further relief as the court shall 
find it is entitled to, and recover of the 
defendants the costs of the action. 

From judgment dissolving a tem- 
porary restraining order and dismiss- 
ing the action, the plaintiff appealed 
to the Supreme Court, assigning error 
in the judgment. 


APPEARANCES: W. H. Weather- 
spoon and A. Y. Arledge, both of Ra- 
leigh, Abell & Shepard, of Smithfield, 
and MacLean, Pou & Emanuel, of 
Raleigh, for appellant; I. M. Bailey, 
of Raleigh, for appellees. 


Connor, J.: At the hearing of this 
action in the superior court, the court 
was of opinion that on all the evidence 
offered by both the plaintiff and the 
20 P.U.R.(N.S.) 
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defendants, the plaintiff is not en- 
titled to the relief prayed for in its 
complaint. Accordingly, the tempo- 
rary restraining order issued in the 
action was dissolved, and the action 
was dismissed by judgment as of non- 
suit. On its appeal to this court, the 
plaintiff contends that there is error 
in the judgment: 

First. For that the judgment is 
predicated primarily on the erroneous 
holding of the court that the defend- 
ant Johnston County Electrica Mem- 
bership Corporation was not required, 
before beginning the construction or 
operation of its facilities for serving 
its members by furnishing them elec- 
tricity for lights and power, to obtain 
from the Utilities Commissioner of 
North Carolina a certificate that pub- 
lic convenience and necessity requires 
or will require the construction and 
operation of said facilities by the said 
defendant ; and, 

Second. For that there was evi- 
dence at the hearing of the action suf- 
ficient to show that the defendants, 
other than Thompson Electrical Com- 
pany, have wrongfully and unlawfully 
caused and will wrongfully and un- 
lawfully continue to cause customers 
of the plaintiff to violate their con- 
tracts or agreements with the plaintiff, 
as alleged in the complaint, and that 
for this reason the action should not 
have been dismissed, but should have 
been continued for a final hearing. 

The plaintiff is a public service cor- 
poration, organized and doing business 
under the laws of this state, with its 
principal office in the city of Raleigh, 
Wake county, N. C. It is engaged in 
business in this state and elsewhere as 
a public utility and as such furnishes 
its customers electricity for lights and 
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power. Prior to the commencement 
of this action, the plaintiff had law- 
fully entered Johnston county, which 
adjoins Wake county, and had con. 
structed lines and other facilities for 
the purpose of furnishing to residents 
of rural communities of Johnston 
county, electric service. It had at 
great expense procured from many 
residents of rural communities of 
Johnston county contracts or agree- 
ments by which said residents had 
agreed to wire their premises, and to 
take from the plaintiff as its custom- 
ers, electrict service. Many of these 
prospective customers of the plaintiff, 
notwithstanding their contracts and 
agreements, have failed to wire their 
premises or to take from the plaintiff 
electric service. Such failures have 
resulted and will result in great loss 
and damage to the plaintiff. 

The defendant Johnston County 
Electric Membership Corporation was 
organized under and pursuant to the 
provisions of Chap. 291, Public Laws 
of North Carolina, 1935. N.C. Code 
1935, §§ 1694 (7) to 1694 (28). 
After its organization and prior to the 
commencement of this action, the 
said defendant applied to the Federal 
Rural Electrification Administration 
for a loan of money to enable it to 
construct facilities for the purpose of 
furnishing its members electric serv- 
ice. This application was approved 
by the North Carolina Rural Elec- 
trification Authority, and the Fed- 
eral Rural Electrification Administra- 
tion has agreed to make the loan 
in accordance with said application. 
Relying upon said agreement, the 
defendant has entered into a con- 
tract with the defendant Thompson 
Electrical Company of Raleigh, N. 
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C., for the construction of said fa- 
cilities. Pursuant to said contract, 
the defendant has constructed and will 
continue to construct lines in rural 
communities of Johnston county, 
which parallel or will parallel certain 
lines constructed by the plaintiff. 
There is now and will continue to be 
sharp competition between the plain- 
tiff and the said defendant in certain 
rural communities in Johnston coun- 
ty. The defendant has not obtained 
or applied for a certificate of conven- 
ience and necessity, in accordance 
with the provisions of Chap. 455, Pub- 
lic Laws of North Carolina, 1931. N. 
C. Code of 1935, § 1037(d). 

It is provided by statute in this state 
that “no person, or corporation, their 
lessees, trustees, or receivers, shall 
hereafter begin the construction or 
operation of any public utility plant 
or system or acquire ownership or 


control of [such plant or system], ei- 
ther directly or indirectly, without 
first obtaining from the Utilities Com- 
missioner a certificate that public con- 
venience and necessity requires, or 
will require, such construction, acqui- 


sition, or operation: Provided, that 
this section shall not apply to new 
construction in progress at the time 
of the ratification of this act, nor to 
construction into territory contiguous 
to that already occupied and not re- 
ceiving similar service from another 
utility, nor to construction in the or- 
dinary conduct of business.” Chap- 
ter 455, Public Laws of North Caro- 
lina, 1931, N. C. Code of 1935, § 1037 
(d). 

This statute is not applicable to the 
defendant Johnston County Electric 
Membership Corporation, which was 
organized under the provisions of 
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Chap. 291, Public Laws of North 
Carolina 1935. Section 23 of said 
chapter (Code 1935, § 1694 (28)) is 
as follows: “This act is complete in 
itself and shall be controlling. The 
provisions of any other law, general, 
special, or local, shall not 
apply to a corporation formed under 
this act.” 

By reason of the provisions of this 
section of the statute under which it 
was organized, there was no error in 
the holding of the court in the instant 
case, that the defendant Johnston 
County Electric Membership Corpo- 
ration was not required, before be- 
ginning the construction or operation 
of its facilities for serving its mem- 
bers by furnishing them electricity for 
lights and power, to obtain from the 
Utility Commissioner of North Caro- 
lina, a certificate that public conven- 
ience and necessity requires or will 
require the construction and operation 
of said facilities by said defendant. 
The judgment in so far as the same is 
predicated upon this holding is affirmed 
without division of opinion by mem- 
bers of this court. 


SCHENCK, J., one of the members 
of this court not sitting at the hearing 
of this appeal, and the other members 
being evenly divided in opinion as to 
whether there was error in the judg- 
ment dismissing the action, on the 
ground that there was no evidence at 
the hearing tending to show that the 
defendants have wrongfully and un- 
lawfully caused customers of the plain- 
tiff to violate their contracts or agree- 
ments with the plaintiff, and will con- 
tinue to wrongfully and unlawfully 
cause said customers to violate theit 
contracts or agreements with the 
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plaintiff, as alleged in the complaint, v. Prudential Ins. Co. (1936) 210 N, 
the judgment dismissing the action is C. 832, 187 S. E. 572. 
affirmed in accordance with the prac- In accordance with this opinion, the 
tice of this court in such cases. Gott judgment is affirmed. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re New Rochelle Water Company et al. 


[Case Nos. 8839, 8920.] 


Re Port Chester Water Works, 


Incorporated et al. 


[Case Nos. 8840, 8921.] 


Intercorporate relations, § 17 — Affiliated interests — Management and engineer- 
ing contracts — Public interest. 
1. Management and engineering contracts with affiliated interests should 
be disapproved if they are not found to be in the public interest, p. 
215. 


Intercorporate relations, § 17 — Affiliated interests — Management and engineer- 
ing contracts — Burden of proof. 
2. The law places the burden of proof with respect to the reasonableness 
of management and engineering contracts squarely upon the companies 
entering into the contracts, p. 215. 


Apportionment, § 43 — Expenses of affiliated interests — Management contracts 
— Basis for charges — Gross revenues. 
3. Gross revenue is an irrational basis for spreading operating super- 
vision costs under management contracts between affiliated interests, p. 
220. 


Apportionment, § 43 — Expenses of affiliated interests — Engineering contracts 
— Basis for charges. 

4. A scheme of spreading engineering costs uniformly over all work done 

for all affiliated companies as a percentage of total construction by all 

companies is both unreasonable and unsound since the amount of engineer- 

ing required from the home office for different types of construction may 

not cost the same; total dollars expended, regardless of character of work, 
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should not be determinative of the charge made to a subsidiary under an 
engineering contract, but direct engineering should be directly charged to 
particular jobs and, if necessary, general supervisory services could be 
spread according to direct charges and costs, p. 221. 


Intercorporate relations, § 17 — Affiliated interests — Management and engineer- 
ing contracts — Proof to support charge. 


5. The statutory requirement that the charge for services rendered affiliated 
interests under contract shall not exceed the reasonable cost of performing 
the service is so specific that it must be held that proof is insufficient which 
merely shows that the services rendered are valuable and necessary, that 
the charge made is less than the cost of comparable service obtainable else- 
where, that persons rendering the service are unusually competent and in- 
timately acquainted with the property, or that the organization furnishing 
the service claims to render such service at a loss to itself, although such 
matters are not excluded from consideration; the cost to the organization 
of furnishing the service is the limit of the charge and that cost must 
be reasonable, p. 221. 


Apportionment, § 43 — Cost of services — Affiliated companies. 


6. Any method of charge for managerial and engineering services, rendered 
under contract by an affiliated company, which merely distributes the entire 
cost of furnishing service to a large number of affiliates according to any 
allocation disassociated from the cost of the particular service rendered, 
must be ruled out by the very language of Subdivision 3 of § 110 of the 
Public Service Law, which prohibits charges for services rendered by 
affiliates exceeding the reasonable cost of performing such service, p. 
221. 


Intercorporate relations, § 17 — Affiliated interests — Duration of contracts. 


7. Contracts between affiliates for managerial and engineering services 
should be for relatively limited terms to permit scrutiny by the Commission 
at reasonable intervals, p. 222. 


neer- 


ould 

t, p. Intercorporate relations, § 17 — Affiliated interests — Service contracts — Cost 
basis. 

8. A statute prohibiting any charge by an affiliated company for managerial 

and engineering services rendered to a public utility operating company in 

excess of reasonable cost means the reasonable cost to the affiliated in- 

eness terest of the particular service furnished, p. 222. 


—_ [July 1, 1937.] 


neer- 


ile | hapa agente of proposed management and engineering con- 
Tac: . . ° 
tracts between affiliated interests; contracts disapproved. 


uper- ¥ 

me AppraRANCES: Arthur H. Pratt, Company and Port Chester Water 
Chief Hydraulic Engineer, for the Works, Inc. 

Public Service Commission; C. H. 

Dickey, New York city, Counsel for By the Commission: Upon May 
veil New Rochelle Water Company and 20, 1936, there were submitted to this 
neer- Port Chester Water Works, Inc.; Commission for filing, two so-called 
may jm John H. Murdock, Jr., New York “Engineering Contracts,” each dated 
work, Mi city, Counsel for New Rochelle Water May 1, 1936. The first was between 
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The New Rochelle Water Company 
and American Water Works Con- 
struction Company and the second be- 
tween Port Chester Water Works, 
Inc., and American Water Works 
Construction Company. The Com- 
mission determined that an investiga- 
tion should be made to ascertain 
whether the said contracts were in the 
public interest and by order, dated 
June 10, 1936, set the matter for 
hearing. 

At the hearing of July 29, 1936, it 
appeared that so-called ‘“Management 
Contracts” had also been entered into 
between both The New Rochelle Wa- 
ter Company and Port Chester Water 
Works, Inc., and American Water 
Works and Electric Company, Inc. 
These contracts, dated May 1, 1936, 
had been filed with the Commission 
May 2\1st. By order dated August 
12, 1936, the Commission instituted 
an investigation to determine whether 
these contracts were in the public in- 
terest. 

By agreement of the parties, 
American Water Works Construction 
Company being a wholly owned sub- 
sidiary of American Water Works 
and Electric Company, the four cases 
were consolidated for hearing. 

At meetings of the board of trus- 
tees of The New Rochelle Water 
Company and the board of directors 
of Port Chester Water Works, Inc., 
held prior to May 1, 1936, appropriate 
officers of the respective companies 
were directed to cancel generally simi- 
lar contracts in force between Com- 
munity Water Service Company and 
these companies and to execute the 
contracts under investigation in these 
proceedings. 

American Water Works and Elec- 
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tric Company, Inc., is a holding com- 
pany owning the stocks of a consid- 
erable number of electric, transporta- 
tion, and waterworks properties. In- 
cluded among the securities owned js 
a majority of the preferred stock of 
Community Water Service Company, 
held through an intermediary compa- 
ny known as American Communities 
Company. Community Water Serv- 
ice Company, in turn, owns all of the 
common stock of The New Rochelle 
Water Company and Port Chester 
Water Works, Inc. 

American Water Works and Elec- 
tric Company, Inc., American Water 
Works Construction Company, The 
New Rochelle Water Company, and 
Port Chester Water Works, Inc., are 
“affiliated interests’? as defined by 
Subdivision 2 of § 110 of the Public 
Service Law. With respect to con- 
tracts between affiliated interests, 
Subdivision 3 of § 110 of the Public 
Service Law provides as follows: 

“No management, construction, 
engineering, or similar contract, here- 
after made, with any affiliated inter- 
est, as hereinbefore defined, shall be 
effective unless it shall first have been 
filed with the Commission, and no 
charge for any such management, 
construction, engineering, or similar 
service, whether made pursuant to 
contract or otherwise, shall exceed the 
reasonable cost of performing such 
service. In any proceeding to deter- 
mine the reasonable cost of such 
charge or service the burden of proof 
shall be on the company. If it be 
found that any such contract is not 
in the public interest, the Commission, 
after investigation and a hearing, is 
hereby authorized to disapprove such 
contract.” 
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[1, 2] If contracts of the character 
here under investigation are not found 
to be in the public interest they should 
be disapproved. The law places the 
burden of proof with respect to the 
reasonableness of such _ contracts 
squarely upon the companies entering 
into the contract. At the hearings the 
companies involved attempted to sup- 
ply proof of such reasonableness. 

Services under the management 
contract purport to be furnished by 
American Water Works and Electric 
Company and under the engineering 
contract by American Water Works 
Construction Company, although both 
types of services are commonly ren- 
dered by the same individuals at- 
tached to the general organization 
maintained at 50 Broad street, New 
York city. 


Management Contract 


The services to be furnished are set 
out in general terms in the contract 
together with the basis for determin- 
ing the compensation to be paid. Un- 
der the management contract the serv- 
ices to be furnished are generally de- 
scribed under the titles of operation, 
engineering, sanitary engineering, 
purchasing of materials and supplies, 
placing insurance, legal, except local 
and special counsel, valuation and ap- 
praisal except local assistants, ac- 
counting except local accounting, au- 
dit, inspection, with wages and ex- 
pense of inspectors to be paid by the 
company for whom the inspection is 
made, management, executive service, 
financing, publicity, new business, cor- 
porate proceedings and officers, and 
machinery maintenance, with pay and 
expenses of machinists paid by the 
operating company. 
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The management contracts with the 
respective companies are identical in 
form and content and expire January 
2, 1942, unless prior thereto the plant 
is sold. In the event of sale, the 
agreement terminates. The contract 
may be terminated on the first of any 
month upon five days’ written notice 
from the water company to the Ameri- 
can Company. 

The method of determining the 
compensation to be paid and the costs 
to be included are set out in the con- 
tract as follows: 
gs for the calendar year 1937 
and for each succeeding year there- 
after during the term of this contract, 
the water company will pay to the 
American Company a percentage of 
its gross operating revenue equal to 
the percentage obtained by dividing 
the actual cost (as hereinafter de- 
fined) to the American Company of 
operating and maintaining its general 
office by the gross operating revenue 
of all of the subsidiary water compa- 
nies controlled and operated by the 
American Company, both for the pre- 
ceding year, except that it is hereby 
agreed that in no case shall the charge 
be in excess of 4 per cent of the gross 
operating revenue. The actual cost 
to the American Company of operat- 
ing and maintaining its general office 
shall include only the proper propor- 
tion of the salaries of its executive of- 
ficers and other employees, plant man- 
agers, and assistants, engineers, book- 
keepers, stenographers, clerks, and all 
other salaries, wages, and expenses 
which are properly applicable to the 
supervision of the operation of the 
water companies controlled and op- 
erated by the American Company, 
but shall include no items charged 
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directly to the water companies as 
hereinbefore provided. In case the 
entire time of any officer or employee 
is not applicable to the supervision of 
the operation of the water companies 
owned and controlled by the Ameri- 
can Company, only such proportion as 
is applicable shall be included. The 
cost of operating the general office of 
the American Company, shall also in- 
clude the traveling expenses of its 
general office employees incurred in 
the management of the subsidiary wa- 
ter companies, office rental, stationery, 
and supplies, including drawing mate- 
rials, blue prints, postage, telegrams, 
telephone service, furniture, fixtures, 
and office equipment used for the ben- 
efit of the subsidiary water compa- 
nies. ; 

For the eight months remaining in 
1936, subsequent to the date of the 
contract, the sum to be paid was fixed 
at 24 per cent of the gross operating 
revenue for the period. 


Engineering Contract 


The engineering contract describes 
generally the services to be rendered 
with respect to extensions, additions, 
and improvements to plant under the 
following general captions: engineer- 
ing, purchasing, legal, and accounting. 
The method of determining the com- 
pensation for services is set out as 
follows: 
* the water company will pay 
to the engineering company a per- 
centage of the ‘basic cost’ of construc- 
tion work referred to herein, to be 
ascertained by dividing the cost of the 
services performed by the engineering 
company hereunder (the term ‘here- 
under’ as used in this § II and in 
§ III following refers to this con- 
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tract and like contracts for all the 
subsidiary water companies operated 
and controlled by American Wa- 
ter Works and Electric Company, In- 
corporated) by the ‘basic cost’ of all 
construction work referred to herein 
for all such subsidiary water compa- 
nies for the preceding year 

except that it is hereby agreed that in in 
no case shall the water company be 
required to pay the engineering com- 
pany for its services in excess of an 
amount equal to 7 per cent of the 
‘basic cost’ of the construction work 
referred to herein. . . .” 

For the remainder of the year 1936 
compensation under the engineering 
contract was definitely fixed at 7 per 
cent of the basic cost of construction 
work carried on during the period. 

The contract further provides that 
the services of the engineering com- 
pany need not be used in connection 
with the purchase of office furniture 
and fixtures, automobiles, garage 
equipment, tools used principally for 
operation and completed plants and no 
percentage is payable with respect 
thereto. In connection with the ac- 
quisition of real estate, rights of way, 
easements, licenses, and permits, the 
engineering company will render as- 
sistance, if requested, but no fee will 
be charged therefor. 

Section III of the contract describes 
in general the kinds of expense that 
enter into the cost of services while 
§ IV lists the items going to make up 
“basic cost” of work done. 

The engineering contract runs to 
July 31, 1944, unless the plant is sold, 
in which case the agreement termi- 
nates. It is terminable at the option 
of either party upon five days’ written 
notice. 
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RE NEW ROCHELLE WATER CO. 


The Company's Proof 


The general office of American 
Water Works and Electric Company, 
Inc., is located in New York city, 
where an organization of about 200 
persons is maintained. This organi- 
zation performs the services required 
to be rendered under the contracts 
with respect to waterworks operation 
and construction, as well as furnish- 
ing electric administration service to 
electric subsidiaries and conducting 
the affairs of American Water Works 
and Electric Company. 


W. D. Freer, a plant manager who 
serves as president and operating man- 
ager of 17 of the 81 waterworks com- 
panies owned by the American Com- 
pany, including The New Rochelle and 
Port Chester properties, testified with 
respect to the general character and 
scope of the service furnished, or 
available to all subsidiaries. He did 
not specify the particular services per- 
formed for the two properties under 
consideration, aside from his services 
as president and trustee, and that of 
other officers and trustees, who serve 
without direct compensation, and the 
keeping of the general books and oth- 
er reports and records. His testimony 
on this subject was largely repetitive 
of the general statements appearing 
in the contracts. It was his opinion 
that the contracts were advantageous 
to the operating companies “particu- 
larly as the service will be furnished 
without profit and at a lower cost 
than these companies could secure 
equivalent service elsewhere.” 


This witness presented an exhibit 
which purported to show with respect 
to a considerable number of proper- 
ties acquired by the American Compa- 
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ny that following acquisition and op- 
eration under group management the 
ratio of operating expenses to gross 
earnings declined compared with the 
former independent operation. (Ex- 
hibit No. 5.) He also presented an 
exhibit showing for a number of in- 
dividual properties the percentage that 
salaries of presidents, vice presidents, 
secretary, treasurer, and directors’ 
fees were of gross revenue. The per- 
centage was shown to vary from .2 
to 31.89 per cent, with a weighted 
average for all of 3.616 per cent 
(Exhibit No. 6). He also showed 
that in 1934 for seven large water- 
works properties, located in New Jer- 
sey and Connecticut, salaries and ex- 
penses of general officers amounted to 
4.4 per cent of gross revenue, varying 
in the individual properties from 2.7 
per cent to 6.1 per cent (Exhibit No. 
7). 

The witness further testified that 
the savings to be enjoyed by these two 
operating properties through group 
purchasing by the American Compa- 
ny would amount from $10,000 to 
$15,000 a year. He also testified that 
had the contract been in effect during 
a recent proceeding before the Com- 
mission concerning water rates in 
New Rochelle the cost to the local 
company would have been but a few 
thousand dollars instead of more than 
$180,000. It may be pointed out, 
however, that the management con- 
tract provides that all special and local 
counsel are to be furnished and paid 
for by the water company and in the 
case of valuations and appraisals all 
local assistants other than American 
Company employees shall be furnished 
and paid for by the water company. 

F. R. Berry, vice president of 
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American Water Works Construction 
Company, testified with respect to the 
engineering contract. The engineer- 
ing department of American Water 
Works and Electric Company and 
American Water Works Construction 
Company is made up of the same in- 
dividuals. They provide both operat- 
ing and construction engineering serv- 
ices and advice. 

The witness described in general the 
services performed for subsidiaries 
and cited certain savings which had 
been effected on the New Rochelle 
property since the date of the con- 
tract. He said nothing about the cost 


of rendering any specific service. 

L. E. Sharpe, assistant comptroller 
of the American Water Works and 
Electric Company, presented exhibits 
and offered testimony showing the 
salaries and expenses of that compa- 
ny for 1935 and the allocation of 


those costs to various activities car- 
ried on. 


Discussion of Contracts 


Most of the testimony was general 
in character and did not go to the 
question of the specific services fur- 
nished the New Rochelle and Port 
Chester water properties by the Amer- 
ican Company or costs incurred di- 
rectly for the use and benefit of those 
companies. It was shown that the 
president and operating manager of 
these water companies, as well as the 
trustees, serve without specific, or 
any, direct compensation from the 
operating company. Certain book- 
keeping and record keeping is done 
by the American Company for the 
local companies and a general super- 
visory, consulting, purchasing service 


is rendered. The cost of furnishing ' 
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any particular service to these com- 
panies was not shown. 

It may be conceded for the sake of 
argument that the American Com- 
pany provides many necessary and 
valuable services to the operating com- 
panies and it may be true that the 
amount proposed to be paid is less 
than the costs these companies would 
incur if they set out to secure substi- 
tute or alternate services. Still the 
record fails to prove that the charge 
proposed does not exceed the reason- 
able cost of performing the service, 
first because the record does not show 
the specific services rendered these 
companies, and second, because the 
basis of ascertaining cost does not re- 
late the costs to be imposed to the 
services rendered or costs incurred 
with respect to these water companies. 

It is asserted that the services are 
rendered without profit to the Ameri- 
can Company and that the costs as- 
sessed against subsidiary companies 
have been insufficient to fully reim- 
burse the American Company for the 
cost and expenses of the organization 
it claims to maintain for the benefit 
and use of the subsidiaries. Yet it 
was not shown what was done for the 
New Rochelle and Port Chester prop- 
erties other than as 2 of the 81 proper- 
ties managed by the American Com- 
pany. 

As shown by the record, the method 
actually pursued in determining the 
amount to be paid for management 
service by a given subsidiary water 
company is based upon an allocation 
to waterworks operation of a portion 
of the total salaries, rent, travel, and 
general expense of the American Wa- 
ter Works and Electric Company 
organization. The amount so allocat- 
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ed to waterworks operation is then 
spread among the various subsidiary 
companies in the proportion that the 
gross revenue of each bears to the 
gross revenues of the group as a 
whole, provided the charge does not 
exceed 4 per cent of gross revenue. 

Upon such basis it is asserted by the 
American Company that the services 
are performed without profit to itself 
since it is shown by Exhibit No. 14 
that for the period 1927 to 1935, in- 
clusive, the amounts paid in by sub- 
sidaries have been less than the costs 
allocated by American Company as 
the cost of rendering the service. The 
deficiency of collections below report- 
ed costs amounts to $136,747.42 for 
the nine years. 

The method of allocation used dur- 
ing the year 1935 should be examined 
in some detail for then the arbitrary 
character of the proposed method be- 
comes apparent. 

Exhibit 10 shows the distribution 
made for 1935 of the total head of- 
fice expense of American Water 
Works and Electric Company, Inc., 
and American Water Works Con- 
struction Company between various 
activities or departments to have been 
as follows: 


Allocated to 


Waterworks operation 
Waterworks construction 

Electric administration 

A. W. W. & E. Co. administration 


Total expense 


The item of salaries, represents 
about 80 per cent of all costs allocated 
to waterworks operation, but is made 
up in only a minor degree of the sal- 
aries of individuals who devote all of 
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their time to waterworks operation. 
A considerably larger group devote 
all of their time to waterworks op- 
eration and waterworks construction. 

The salary allocation is made, ac- 
cording to the testimony of Assistant 
Comptroller Sharpe, as follows: 

“Why, at the end of each year the 
comptroller with some assistants makes 
a detailed study of each employee’s 
activities during the past year and 
based on that study their salaries for 
the year are allocated among these 
four functions.” 

Applying this method to the sal- 
aries of employees in 1935 resulted 
in the following distribution of salary 
and wage payments by departments: 

Allocated to Amount % 
Waterworks operation .... $393,060.41 50.7 
Waterworks construction .. 61,509.87 79 


Electric administration ... 226,423.46 29.2 
A. W. W. & E. Co. General 94,471.48 12.2 


Total salaries and wages $775,465.22 100.0 


The method may be further illus- 
trated by considering the allocation 
made of the salaries in the financial 
and executive department. This de- 
partment is made up of the president, 
executive vice president, and two vice 
presidents of the American Company 
with their stenographers. The total 
compensation of the group for 1935 


Less direct 
billing 
$6,103.32 


6,253.56 


Net amounts 
allocated 


$492,764.28 
79,059.65 
274,120.36 
255,377.53 


$1,101,321.82 


amounted to $174,389.16. By allo- 
cating proportions of the salary of 
each to various activities, the total 
payment to the group is divided as 
follows: 


Total 
$498,867.60 
79,059.65 
280,373.92 
255,377.53 


$1,113,678.70 





$12,356.88 
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% of 
total 
34.7 
40.0 
25.3 


Amount 
$60,410.66 


Allocated to 
Waterworks operation .... 
Waterworks construction .. 
Electric administration ... 
A. W. W. & E. Co. General 


69,812.99 
44,166.21 


Total executive and 
financial salaries ... $174,389.16 100.0 


The above distribution indicates 
that only one-fourth of the time of 
these directing executives is allocated 
to the management of the affairs of 
the American Company. This hold- 
ing company at the end of 1936 had 
investments approximating $60,000,- 
000, a long-term debt of $13,550,000, 
and outstanding preferred and com- 
mon stock with a stated value of $43,- 
529,500. The allocation may be cor- 
rect, but it is something of a strain 
on credulity when one finds the affairs 
of the top company directed at so 
moderate a cost. 

No method is now available so that 
this Commission may ascertain either 
the accuracy or the reasonableness of 
such allocation. It is apparent, how- 
ever, that the less the amount al- 
located to American Company gen- 
eral expense, the more water and elec- 
tric customers pay as operating costs 
and the less American Company 
stockholders contribute out of sums 
available for return upon the securi- 
ties of the holding company. 

As shown above, the total amount 
charged to waterworks operation in 
1935 was $498,867.60. The principal 
groups of expense entering into this 
total were as follows: 


Item Amount 


Salaries 
Rents 
Traveling expense 
Annual audit 
Other general expenses—charged 
direct 9,160.95 
Other general expenses—allocated 30,708.56 


Total—waterworks operation .. $498,867.60 ’ 
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Rents are in general allocated ac- 
cording to the allocation of the salary 
of the individual occupying the space. 
Traveling expense is charged to the 
activity giving rise to the travel as are 
certain other types of expense. 
Wherever possible other expenses are 
charged direct to the activity which 
gives rise to them. For indirect items 
of general expense varying methods 
of allocation are set up by the comp- 
troller. 

Aside from the arbitrary character 
of the allocation of expenses to wa- 
terworks operation, the distribution 
of the total thus allocated in propor- 
tion to the gross revenues of the re- 
spective properties is equally arbitrary 
and may bear no direct or ascertaina- 
ble relation to the services performed 
for the particular operating company. 
If an arbitrary basis of allocation is 
to be adopted, distribution in propor- 
tion to the operating expenses of sub- 
sidiaries would seem more logical 
than one based upon revenues. 

[3] Gross revenue is an irrational 
basis for spreading operating super- 
vision costs. An increase in rates 
would tend to increase the amount 
paid for operating supervision by a 
particular utility while a reduction in 
rates would have the contrary effect. 
The mere change in rates would re- 
quire no related change in the amount 
of operating supervision furnished 
but would affect its cost. To further 
illustrate the situation, assume two 
subsidiaries of the American Compa- 
ny had rate changes, one up and the 
other down, and of equal effect on 
revenue, the total fee billed by the 
American Company would be un- 
changed but the amount charged 
against consumers in the respective 
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areas would be increased in one case 
and decreased in the other, probably 
without any change in service per- 
formed for either. 

While the allocations may be made 
with every good intention that they 
are to be just and reasonable, this 
Commission cannot check in any way 
the allocation so made. The record 
does not show the particular services 
rendered, the time devoted to such 
work, or the specific cost thereof. A 
company witness suggested that the 
keeping of time cards, with an ac- 
curate time distribution by activities 
or companies, by the officers and many 
employees would be impractical or 
unnecessarily burdensome. Yet some 
such method of cost keeping is essen- 
tial if the Commission is to assure it- 
self that the costs charged subsidiaries 
are only the reasonable costs of the 
services rendered. Further, some rec- 
ord should be maintained of the par- 
ticular service rendered and the neces- 
sity for such service. 

It is apparent, even though the serv- 
ice purports to be supplied without 
profit to the parent corporation, that 
any failure to properly allocate costs 
which results in minimizing the chang- 
es to the parent company results in 
overcharging the subsidiary and in 
effect produces a profit to the parent 
by reducing its operating costs. 

[4] With respect to the engineer- 
ing contract, no valid reason appears 
why the billings for engineering serv- 
ice should not be based strictly on the 
service rendered to the particular sub- 
sidiary. A scheme of spreading engi- 
neering costs uniformly over all work 
done for all companies as a percentage 
of total construction by all companies 
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appears to be both unreasonable and 
unsound. The amount of engineer- 
ing required from the home office for 
main extensions may be quite differ- 
ent from the amount and cost of the 
engineering required in the construc- 
tion of a pumping plant or purifica- 
tion plant costing the same as the main 
extension. Total dollars expended, 
regardless of character of work, 
should not be determinative of the 
charge made the subsidiary. Direct 
engineering should be directly charged 
to particular jobs and if necessary 
general supervisory services could be 
spread according to direct charges and 
costs. 

[5] The requirement of Subdivi- 
sion 3 of § 110 of the Public Service 
Law that the charge for services ren- 
dered affiliated interests shall not ex- 
ceed the reasonable cost of perform- 
ing the service is so specific that it 
must be held that proof is insufficient 
which merely shows that the services 
rendered are valuable and necessary ; 
that the charge made is less than the 
cost of comparable service obtainable 
elsewhere ; that persons rendering the 
service are unusually competent and 
intimately acquainted with the prop- 
erty ; or that the organization furnish- 
ing the service claims to render such 
service at a loss to itself. The law 
does not exclude such matters from 
consideration but the cost to the or- 
ganization of furnishing the service 
is the limit of the charge and that cost 
must be reasonable. 

[6] Any method of charge which 
merely distributes the entire cost of 
furnishing service to a large number 
of affiliates, according to any alloca- 
tion disassociated from the cost of the 
particular service rendered, must be 
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ruled out by the very language of the 
law. 

[7] The management contract, in 
its final form, is to run for five years 
and the engineering contract for eight 
years and three months. While these 
contracts are subject to earlier termi- 
nation much shorter terms are desira- 
ble. The Commission should have 
frequent opportunity to examine such 
contracts and appraise the benefits 
which allegedly accrue therefrom in 
the light of actual experience. To 


permit this scrutiny at reasonable in- 
tervals the contracts should be for 
relatively limited terms. 


Though a contract may be set up 
to comply with the law, if in actual 
practice, or after a period of time, it 
proves to be burdensome to the op- 
erating company, it is not in the public 
interest and should be disapproved 
before a long term of years expires 
and a new contract is submitted. If 
the contract conforms to the require- 
ments of the law and in operation 
proves to be of benefit to the affiliate 
the possibility of disapproval upon re- 
filing becomes remote. 

A further consideration requires 
mention. The parent corporation as 
a rule has a substantial investment in 
the operating company. As an in- 
vestor it may be assumed that the 
parent corporation has a vital interest 
in the successful and efficient opera- 
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tion of the subsidiary for the protec- 
tion of its investment and the assur- 
ance of the maximum return thereon, 
Generally the expense involved in pro- 
tecting and augmenting the value of 
this investment is a cost that the in- 
vestor must himself bear out of the 
return produced by the investment. 
This situation, of course, is not con- 
trolling as the statute permits a charge 
to be made equal to the reasonable cost 
of performing the service, but it does 
indicate that a rigid standard of proof 
of the necessary costs incurred should 
be set up and services not performed 
for the use and benefit of the subsidi- 
ary should not be included in the costs 
charged the subsidiary. 


Conclusions 


[8] Upon a consideration of all 
proof offered by the company, the 
Commission is of the opinion that the 
parties to these contracts have failed 
to show that the proposed basis of 
charge does not exceed the reasonable 
cost of performing the service. The 
Public Service Law specifically rules 
out any charge in excess of the rea- 
sonable cost of performing the serv- 
ice. Reasonable cost means the rea- 
sonable cost to the affiliated interest 
of the particular service furnished. 
The Commission finds that the pro- 
posed management and engineering 
contracts are not in the public interest 
and should be disapproved. 
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NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Certain Subscribers for Telephone Service 


v 


New York Telephone Company 


[Case No. 9118.] 


Corporations, § 13 — Charter powers — Telephone company — Classified direc- 
tories. 

1. The publication of classified directories in addition to alphabetical di- 
rectories, although not essential in the sense that telephone service could 
not be rendered without it, is an incidental part of telephone service so 
closely connected therewith that a telephone company has authority, under 
the general powers granted to such companies within the state, to prepare, 
print, and distribute classified directories so long as such directories do not 
make the ascertainment of telephone numbers incidental to the use of such 
directories as advertising media, p. 226. 


Telephones, $ 5 — Commission jurisdiction — Classified directories. 


2. Rates, charges, rules, and regulations of a telephone company in respect 
to listing in a classified directory, which lists under business headings in 
current use subscribers whose names appear in the alphabetical directory 
who are engaged in some business or profession, come under the jurisdic- 
tion of the Commission, if the telephone company provides such a directory, 


p. 228. 
Py tenet as to rates, charges, rules, and regulations of a 
telephone company in respect to listing in a classified tele- 
phone directory; motion to dismiss for lack of jurisdiction 
denied. 


¥ 


[June 9, 1937.] 


APPEARANCES: Gay H. Brown 
(by George E. McVay, hearing ex- 
aminer ), New York city, for the Pub- 
lic Service Commission; Ward E. 
Hinman, Chief Telephone Engineer, 
for the Public Service Commission ; 
Edward W. Beattie, General Attor- 
ney, New York city, for the New 
York Telephone Company; Edward 
C. Ryder, Attorney, New York city, 
for the New York Telephone Com- 
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pany; John H. Machan, Attorney, 
New York city, for the New York 
Telephone Company; Copal Mintz, 
New York city, Attorney for com- 
plainants. 


MALTBIE, Chairman: The ques- 
tions considered in this memorandum 
relate solely to the extent of the ju- 
risdiction of the Commission over the 
matters covered by the complaint in 
20 P.U.R.(N.S.) 
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this proceeding. No attempt is here 
made to pass upon or even discuss the 
character or extent of relief, if any, 
which should properly be granted. 

The New York Telephone Com- 
pany publishes two sets of directories. 
In one, all subscribers in the area cov- 
ered, except those who request that 
their names be not listed, are arranged 
alphabetically. Generally speaking, 
each listing gives for each subscriber 
the name, sometimes abbreviated, ad- 
dress, and telephone number. In 
many instances, there is a brief indica- 
tion of the nature of the business con- 
ducted, but in this respect the infor- 
mation given is far from complete and 
in many instances there is no indica- 
tion. 

There is advertising matter upon 
nearly every page and while the prin- 
cipal purpose is the listing of sub- 
scribers, the alphabetical directory is 
not confined to that purpose, and the 
revenue from advertising is not negli- 
gible. 

The other directory, commonly 
called the “Red Book” because it has 
a red cover, lists under business head- 
ings in current use all telephone sub- 
scribers whose names appear in the 
alphabetical directory who are engaged 
in some business or profession. Un- 
der each heading, the names are listed 
alphabetically and no charge is made 
for such listing in the standard uni- 
form type. If a subscriber or anyone 
having telephone service desires that 
his name appear in display type or a 
special advertisement, he is required 
to pay a fee therefor. 

For example, there are about 20 
pages in the current edition of the 
Manhattan Red Book of lawyers, all 


in uniform type with four exceptions , 
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of which three are Mexican lawyers 
and one engaged in “domestic rela. 
tions.” The list for furniture deal- 
ers covers over six pages and most of 
that space is of a purely advertising 
character. 

A larger part of the Red Book is 
devoted to advertising than in the case 
of the alphabetical directory, but in 
the main the Red Book is devoted to 
a listing of telephone subscribers ar- 
ranged alphabetically with display 
type where a special payment is made, 

The current alphabetical directory 
for Manhattan consists of 1,076 pages 
with about 419,000 listings of which 
283,000 are for business subscribers. 
The current Manhattan classified di- 
rectory consists of 1,020 pages with 
148,000 listings, excluding those in 
bold type, arranged under some 7,700 
headings with about 1,400 cross ref- 
erences. 

It is thus apparent that the alpha- 
betical directory has the larger num- 
ber of listings, but the classified di- 
rectory purports to include at least one 
listing for every telephone subscriber 
engaged in any business or profession. 

The New York Telephone Compa- 
ny publishes both directories for near- 
ly all of the exchanges throughout the 
state (643 out of 693). The excep- 
tions are located in rural communi- 
ties where the business of the tele- 
phone subscriber would not be of ma- 
terial assistance in locating the tele- 
phone number for a specified person 
or firm. Except in the case of Man- 
hattan and Brooklyn, the two direc- 
tories are bound together and issued 
and distributed at the same time. 
They are compiled from the same rec- 
ords which are provided, maintained, 
and kept up-to-date so far as possible 
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by the telephone company. Each pro- 
duces some income, but as each sub- 
scriber is entitled without special pay- 
ment to one listing in the alphabetical 
directory and as display type is not 
permitted therein, the revenue from 
the classified directory is relatively 
much larger than that from the alpha- 
betical directory. The revenues and 
expenses of both directories are in- 
cduded in the operating revenues and 
the operating expenses of the New 
York Telephone Company in their 
reports to the Public Service Com- 
mission, but from such reports it is 
impossible to ascertain the revenues 
and expenses for the alphabetical di- 
rectory and for the classified direc- 
tory separately. 

It has been stated that in 1936 the 
gross revenues derived from the clas- 
sified directory were over $2,900,000, 
the expense nearly $1,460,000, and the 
profit over $1,450,000. Whether all 
costs have been properly allocated does 
not appear, but it is a fact that the 
company has reported the revenues 
and expenses of both directories as 
a part of its “operations” as defined 
in the Uniform System of Accounts. 

According to this system of ac- 
counts, prescribed by the Federal 
Communications Commission and ap- 
plicable to the New York Telephone 
Company during the year 1936, “op- 
erating revenues” were those “de- 
signed to show the amounts of mon- 
ey which the company becomes law- 
fully entitled to receive, less uncol- 
lectible revenues, from the furnishing 
of telephone service (including opera- 
tions incidental thereto ).” 

“Operating expenses” were similar- 
ly defined as those “designed to show 
the expenses of furnishing telephone 
(15) 
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service (note instruction 3-AA), in- 
cluding expense of maintaining the 
plant used in such service.” 

Elsewhere in the system, there is 
the following statement: “ “Telephone 
operations’ and ‘telephone service’ 
mean the service by common carriers 
of transmitting intelligence by wire or 
wireless primarily through the use of 
telephones, and services incidental or 
auxiliary to such service, such as pri- 
vate line, teletypewriter, telegraph, and 
telephotograph services.” 

Elsewhere in the accounting sys- 
tem, provision is made for income and 
disbursements relating to nontele- 
phonic service. 

In the report to the Public Service 
Commission for the year ending 1936, 
the revenues and expenses in connec- 
tion with both directories are classi- 
fied respectively as “operating reve- 
nues” and “operating expenses.” 
Thus, the company itself has classi- 
fied the service performed as tele- 
phone service as such term is defined 
in the accounting system. It is, there- 
fore, according to their own construc- 
tion, either telephone service or serv- 
ice incidental or auxiliary to telephone 
service. 


Nature of Complaint 


The complainants in this case are 
Copal Mintz, A. A. Falk, and Hyman 
Landau, attorneys. They allege that 
the Commission has jurisdiction over 
the practices and methods followed by 
the New York Telephone Company 
in the preparation, publication, and 
distribution of the classified directory ; 
and that the terms and conditions up- 
on which the names of telephone sub- 
scribers are published in this directory 
20 P.U.R.(N.S.) 
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are unjust, unreasonable, arbitrary, 
discriminatory, and extortionate. 

The complainants maintain that if 
the issuance of classified directories is 
an advertising business the New York 
Telephone Company has no authority 
to conduct it; that if it is a necessary 
or an incidental part of telephone 
service, the Public Service Commis- 
sion has jurisdiction; that the Public 
Service Law which determines the 
jurisdiction of the Commission has 
placed all incidental and auxiliary 
service under the jurisdiction of the 
Commission in very broad and inclu- 
sive terms; that the issuance of clas- 
sified directories is an integral part of 
the telephone service as now conduct- 
ed and that the company itself has 
made it so. There are several other 
claims set forth in the brief of com- 
plainants, but as they do not relate to 
the jurisdiction of the Commission, it 
is unnecessary to discuss them at this 
time. 


Company's Position 


The New York Telephone Com- 
pany alleges that the Public Service 
Commission has no jurisdiction over 
the charges, methods, or practices fol- 
lowed in the preparation, publication, 
and distribution of the classified di- 
rectory ; that the issuance of the clas- 
sified directory is the private business 
of the respondent and consequently 
not subject to any regulation or con- 
trol; that it is a “by-product of its 
public undertaking but in no 
way a part thereof”; that classified 
directories are published for advertis- 
ing purposes; that their use to locate 
telephone members is an incident or 
mere convenience in connection with 
the telephone service rendered; and 
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that they are not an essential part of 
such telephone service and, therefore, 
not within the regulatory powers of 
the Commission. 


Corporate Authority 


[1] The first point to be consid- 
ered is the company’s power to issue 
the Red Book. If it is primarily an 
advertising medium or a buyer’s guide 
and not an integral or incidental part 
of telephone service, has not the tele- 
phone company exceeded its authority 
and is it not acting ultra vires? 

The certificate of incorporation of 
the New York Telephone Company 
states that the company was formed 
a’ for the purpose of construct- 
ing, buying, leasing, or otherwise ob- 
taining and owning lines of electric 
telegraph and telephone wholly within 
the limits of the state of New York 
and also lines partly within and part- 
ly beyond the limits of said state, and 
of equipping, operating, and other- 
wise using and maintaining the same. 

There is nothing in the language 
used in the certificate which gives the 
telephone company any power or au- 
thority to publish a classified direc- 
tory merely as an advertising medium. 
As power to publish a classified direc- 
tory is not specifically conferred in the 
company’s charter, its right to engage 
in such an enterprise must depend up- 
on whether it is an integral part of 
its business of furnishing telephone 
service or at least incidental thereto. 
If such is not the fact, the New York 
Telephone Company must cease issu- 
ing a classified directory. 

Classified directories have been is- 
sued by telephone companies for many 
years, as it was realized that an alpha- 
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betical directory does not meet all of 
the needs of those desiring to find 
telephone numbers. If a _ person 
knows the exact name and address of 
the subscriber to be called and his tel- 
ephone is listed under his name, the 
alphabetical directory will readily give 
the information desired. But it fre- 
quently happens that the exact name 
and address are not known. Fre- 
quently, only part of the name and the 
business is recalled, or the business 
and the approximate location. In oth- 
er instances, only a general idea of the 
name is recalled and the address is un- 
known. In still others, one remem- 
bers one name in a firm but not the 
exact title of the firm. The alpha- 
betical directory is of little assistance 
in such cases and the classified direc- 
tory fills the void. There are other 


convenient uses to which it is put, the 
object of which is to find a telephone 


number, and any assistance rendered 
by a publication to this end has some 
relation to telephone service. 

It is argued that the publication of 
a classified directory is not essential 
to the rendition of telephone service, 
that the telephone company could ren- 
der adequate service without a classi- 
fied directory, and that an alphabeti- 
cal directory supplies all that is needed 
or all that is essentially a part of tele- 
phone service. 

What is essential is a very elastic 
standard. A company may conduct 
telephone service without performing 
many of the services which the New 
York Telephone Company renders. 
Its schedule of charges contains a 
long list of equipment which it is will- 
ing to install and for which it makes 
definite charges. For example, inter- 
communicating systems which are not 
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a part of the circuit connected with 
central stations. It would be difficult 
and probably impossible to establish 
that such equipment is an essential 
part of telephone service. It may be 
incidental or even auxiliary but it is 
certainly not essential in the strict 
sense of the word. The provision of 
teletypewriter and _ telephotograph 
service is not necessary to the rendi- 
tion of telephone service and yet the 
telephone companies provide such 
services. 

Our conclusion is that the publica- 
tion of classified directories is not es- 
sential in the sense that telephone serv- 
ice could not be rendered without it, 
but rather that it is an incidental part 
of telephone service so closely connect- 
ed therewith that a telephone company 
has authority under the general pow- 
ers granted to such companies within 
the state of New York to prepare, 
print, and distribute classified directo- 
ries so long as such directories do not 
make the ascertainment of telephone 
numbers incidental to the use of such 
directories as advertising media. It 
is quite conceivable that the Red Book 
might be made a volume in which ad- 
vertising was the principal and pri- 
mary object of its publication with 
telephone numbers incidental thereto. 
Under such circumstances, the New 
York Telephone Company would 
probably not have corporate authority 
to conduct such a business; but as the 
Red Book is now published, we con- 
clude that its publication is not ultra 
vires but incidental to the furnishing 
of telephonic service. 

Reference has been made to the fact 
that the company classifies and reports 
the revenues and expenses of classi- 
fied directories as “operating” reve- 
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nues and expenses, that is, revenues 
from and expenses of telephone serv- 
ice, not nonoperating or nontelephone 
service. The company may not run 
with the hare one moment and chase 
with the hounds another. The com- 
pany has voluntarily undertaken to 
furnish classified directories. It has 
made them a part of its telephone 
service. The alphabetical and classi- 
fied directories are compiled from the 
same records—records necessarily 
maintained to provide adequate tele- 
phone service. The cost of providing 
and maintaining these underlying rec- 
ords has been treated as part of the 
cost of telephone service. To draw a 
distinction between alphabetical and 
classified directories under such cir- 
cumstances and say that one is a part 
of telephone service and the other is 
not seems artificial; and to say that 
one is a private affair and the other 
public seems capricious. 


Jurisdiction of Commission 


[2] Obviously, a function may 
properly be exercised by a public util- 
ity and yet not subject to regulation 


by this Commission. The extent of 
our jurisdiction is to be found in the 
Public Service Law. Par. 1 of § 91 
provides : 

A All charges made or de- 
manded by any telegraph corporation 
or telephone corporation for any serv- 
ice rendered or to be rendered in con- 
nection therewith shall be just and rea- 
sonable and not more than allowed by 
law or by order of the Commission. 
Every unjust or unreasonable charge 
made or demanded for any such serv- 
ice or in connection therewith or in 
excess of that allowed by law or by 


order of the Commission is prohibited 
and declared to be unlawful.” 

This is a very broad rule. It is not 
limited to certain charges or charges 
for certain service; it applies to all 
charges of any telephone corporation 
for “any service rendered or to be ren- 
dered.” 

Subdivisions 2 and 3 of § 91 pro- 
hibit rebates and other variations from 
standard rates and undue or unrea- 
sonable preference or advantage to 
any person, corporation or locality, 
In these subdivisions, the terms are 
very general and apply to “any serv- 
ice rendered or to be rendered with 
respect to communication by telegraph 
or telephone or in connection there- 
with.” 

Section 92 of the Public Service 
Law provides that every telephone cor- 
poration shall print and file with the 
Commission schedules showing all 
rates, rentals, and charges for service 
and “shall also state separately all 
charges and all privileges or facilities 
granted or allowed and any rules or 
regulations or forms of contract which 
may in any wise change, affect, or de- 
termine any or the aggregate of the 
rates, rentals, or charges for the serv- 
ice rendered.” This also is a broad 
provision and is not limited to cer- 
tain rates or charges. 

Section 96, which deals with the 
powers of the Commission to investi- 
gate various matters, provides that the 
Commission may inquire into “any act 
done or omitted to be done by any tele- 
graph corporation or telephone corpo- 
ration in violation of any pro- 
visions of law or in violation of any 
order of the Commission.” 

The power of the Commission to 


' deal with rates as set forth in § 97 is 
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also broadly stated, for it authorizes 
the Commission to review rates, rules, 
regulations, or practices that are “un- 
just, unreasonable, or unjustly dis- 
criminatory, or unduly preferential or 
in any wise in violation of law.” 

In subdivision 2 of the same sec- 
tion, the Commission is given author- 
ity to pass upon “the rules, regula- 
tions, or practices of any telegraph 
corporation or telephone corporation.” 

In all of the provisions cited, the 
jurisdiction conferred is very broadly 
stated. There is no limitation to “es- 
sential” telephone service. There is 
no statement that a telephone company 
may conduct a “private” business as 
it pleases, charging whatever it pleases, 
giving undue preference to certain per- 
sons and subjecting others to unjust 
discrimination. A corporation cannot 
be compelled to do many things, but 
if it elects to do them, it must proceed 
under the limitations and restrictions 
imposed by law. The mere fact that 
it does them voluntarily and not com- 
pulsorily does not give it authority to 
operate as it pleases. Thus, in the 
specific case at issue, it may be that 
the company could not be compelled 
(1 do not say it could not) to provide 
classified directories. But having done 
so, its charges, methods, practices, etc., 
come under the jurisdiction of this 
Commission, and if they are unrea- 
sonable or in any manner violate the 
law, the Commission has been given 
power to apply a remedy. 

It is unnecessary to discuss the cases 
cited in the brief of the telephone com- 
pany to support its contentions. Not 
a one is in point. Not a one applies 
to a service voluntarily rendered, un- 
der no specific authority of law and 
where the jurisdiction of the Commis- 


229 


sion is so broad as in the telephone 
article of the Public Service Law. 

The motion to dismiss the complaint 
for lack of jurisdiction should be de- 
nied and the complaint heard upon its 
merits. 


Commissioners Lunn, Brewster, 
and Burritt concur; Commissioner 
Van Namee in the negative, filing a 
memorandum dated May 20, 1937. 


Van NAMEE, Commissioner: Hear- 
ings were held in this proceeding at 
the New York office of the Commis- 
sion on March 31 and April 26, 1937. 
This memorandum is upon the motion 
of the company for a dismissal of the 
complaint upon the ground of lack of 
jurisdiction. 


The Facts 


This proceeding is upon the com- 
plaint of Copal Mintz, A. A. Falk, and 
Hyman Landau, attorneys, of 150 
Broadway, New York city. 

In a letter of January 12, 1937, the 
complaint is stated as follows: 

“(a) that the latter (New York 
Telephone Company) does not pub- 
lish and distribute, nor cause to be 
published and distributed, in the city 
of New York nor in the borough of 
Manhattan, a complete classified direc- 
tory of business and professional tele- 
phone listings in said city or borough, 
and 

“(b) that such incomplete classified 
directory as is published and distribut- 
ed is upon terms and for charges which 
are unjust, unreasonable, arbitrary, 
discriminatory, and extortionate.” 

The first classified directory covered 
Manhattan and Bronx and was pub- 
lished in 1909. In the directory were 
included listings of subscribers to tele- 


20 P.U.R.(N.S.) 





NEW YORK DEPARTMENT OF PUBLIC SERVICE 


phone service whose listing had at- 
tached to it a business or professional 
designation. During the first few 
years which followed, the revenue did 
not meet the cost of publication but 
as advertisers came to know the clas- 
sified directory as an advertising me- 
dium, it became a profitable undertak- 
ing. Following that, similar classi- 
fied directories were published cover- 
ing the balance of New York city and 
eventually most of the cities of the 
state. 

The current issue of the Manhattan 
classified directory commonly known 
as the “Red Book,” contains 1,020 
pages with business and professional 
listings provided under 7,700 headings 
and 1,400 cross-reference headings, 
with a total of 148,000 listings exclud- 
ing bold type listings. 

The Manhattan alphabetical direc- 
tory contains 1,076 pages with 419,- 
000 listings out of which 283,000 are 
business listings. 

The gross revenues derived from 
the classified directory throughout the 
state of New York in 1936 was $2,- 
916,180. The gross expense was 
$1,459,311 resulting in a profit of $1,- 
456,869. 

There is a separate Red Book pub- 
lished for Brooklyn. Classified list- 
ings for the Bronx, Queens, and Stat- 
en Island are bound with the alpha- 
betical directories for these areas re- 
spectively. In the territory outside 
New York city, the classified list is 
bound with the alphabetical list for 
convenience and the saving of expense. 

The revenues of the classified direc- 
tory come through the sale of addi- 
tional light face listings, the sale of 
bold face listings, listings under dif- 


ferent headings, that is, more than one 
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appearance in the directory, business 
card listings, or as they are sometimes 
called, informational listings, the sale 
of space, outside listing columns, and 
on the back cover, the bolt, and the in- 
side covers of the directory. 

The profit from the classified direc- 
tories is included in the company’s gen- 
eral revenues and therefore enures to 
the benefit of its subscribers as a whole 
in that it is reflected in the general rate 
structure. 

In 1936 there were 46 classified di- 
rectories issued by the company and 
this covered all the central office dis- 
tricts throughout the state with the 
exception of 50 which are in rural sec- 
tions or sections where the population 
is scattered. 

Classified directories are published 
by others in various sections of New 
York city. There are some 25 or 30 
such publications. These are sub- 
ject to no state regulation of any kind. 

Prior to 1928, a listing in the clas- 
sified directory was provided without 
additional charge for each business 
and professional listing in the alpha- 
betical directory. Beginning in 1928, 
the telephone company put in force a 
regulation which provided that each 
subscriber was entitled to one free list- 
ing under appropriate headings in the 
classified directory and that any addi- 
tional listing in the classified directory 
must be paid for. The charge for 
such additional listings in the Manhat- 
tan classified directory is $1.50 each 
per month. 

Prior to 1930 free listings in the 
alphabetical directory were as follows: 
three free listings of each individual 
line, one free listing of each party line, 
and one free listing of each private 
branch exchange or intercommunicat- 
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ing system trunk. In 1930 free list- 
ings in the alphabetical directory were 
restricted to one for each individual 
and party line and one for each of the 
first three trunk lines connected to a 
private branch exchange or intercom- 
municating system. Additional alpha- 
betical directory listings are charged 
for at 25 cents each per month. 

Thus, at the present time a classified 
directory does not contain, unless paid 
for at $1.50 per month, the additional 
free alphabetical directory listings of 
private branch exchange and inter- 
communicating system subscribers, 
the free alphabetical directory listings 
of joint users nor the additional paid 
alphabetical directory listings which 
subscribers may arrange for in ac- 
cordance with the company’s tariff. 

The telephone service of the com- 
plainants consists of a private branch 
exchange switchboard with two trunk 
lines to the central office and three ex- 
tension telephones. The subscriber 
for this equipment and service is Mr. 
Falk. The others, Mr. Mintz and Mr. 
Landau, are his associates. They have 
an arrangement between them for di- 
viding the cost of their telephone serv- 
ice. 

Under the telephone company’s reg- 
ulation only Mr. Falk receives a free 
listing in the classified directory. Mr. 
Mintz pays $1.50 per month for such 
listing, and Mr. Landau is not listed. 

The telephone company contends 
that its classified directories are its 
private business, as distinguished from 
its public undertaking and obligation, 
and therefore not subject to public 
regulation. 

In support of this contention, the 
company claims that its classified di- 
rectories are not essential to the ren- 
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dition of telephone service but rather 
are merely an advertising medium, and 
that in furnishing alphabetical direc- 
tories, information service, and inter- 
cept operator service, it fulfils its ob- 
ligation to the public of making ac- 
cessible the telephone numbers of its 
subscribers. 

The information service is fur- 
nished to give out telephone numbers 
of new subscribers and of those who 
have moved since the current issue of 
the alphabetical directory was pub- 
lished ; to assist subscribers who either 
do not have a directory or have diffi- 
culty finding the telehone number of 
the desired party. Intercept operator 
service consists of the interception of 
calls to changed or discontinued num- 
bers and the giving of such informa- 
tion to the calling party. 

After the hearing on April 26th, 
the complainants desired to submit ad- 
ditional documentary evidence consist- 
ing of pages from telephone directo- 
ries in which the use of the classified 
section was stated. Also the complain- 
ants desired to have received in evi- 
dence the certificate of incorporation 
of the company. 

With the consent of the company, 
these pages and the certificates of in- 
corporation were considered as hav- 
ing been received in evidence at the 
hearings. 

Among these pages is page 10 of the 
Westchester alphabetical telephone di- 
rectory for the year 1936-37, in which 
the following appears: 


“CLASSIFIED TELEPHONE DIRECTORY 
“The Classified Telephone Directory 
contains the name of every business 
subscriber listed under a classified 
heading which is descriptive of his 
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business. This directory serves as a 
buyer’s guide and also as a telephone 
number finding list. 

“If you wish to purchase an ar- 
ticle or service, look for the heading 
descriptive of the article or service 
you have in mind and select the firm 
you want to deal with from the asso- 
ciated listings and advertisements. If 
you are looking for the telephone num- 
ber of a person or firm and you know 
the profession or business, you can 
find it easily in the Classified Tele- 
phone Directory, under the heading 
descriptive of the profession or busi- 
ness.” 

Also, that the Manhattan alphabeti- 
cal directory for the summer of 1936, 
that is the directory which preceded 
the current one, at page 5 contained 
precisely the same matter except for 
the addition of “the Red Book” in the 
caption, the insertion of the same 
words following the fourth word of 
the text and the addition at the end of 
the following sentence: 

“Consult the index at the front of 
the classified directory.” 

The 1936 alphabetical directories 
for the Bronx and Staten Island con- 
tain the same matter as the Westches- 
ter directory referred to above. Prac- 
tically the same wording is contained 
in the Brooklyn alphabetical directory 
in the 1935 issue. 

In the current issue of the Manhat- 
tan alphabetical book, in evidence, the 
wording has been changed and the 
caption and paragraphs quoted above 
are eliminated and in their place is a 
general heading, “Directory Informa- 
tion Service.” The classified directory 
is referred to in but one sentence: “A 
classified directory listing all business 


subscribers under business headings is © 
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also furnished as a convenient shop- 
ping and service aid.” 

It is the contention of the complain- 
ants that these excerpts prove their 
contention that the telephone company 
itself regards the classified directory 
as not only an advertising medium but 
as a telephone directory as well. 


Ultra Vires Acts of the Company 


It is the contention of the complain- 
ants that under the certificate of in- 
corporation of the New York Tele- 
phone Company, it is not authorized 
to do an advertising business. If by 
the decision in the present motion, it 
is determined by the Commission that 
the publication of the Red Book is for 
directory purposes and not as an ad- 
vertising medium, then the act of the 
company in so publishing the directory 
would not be ultra vires. 

If the Commission holds that it is 
without jurisdiction, then the question 
of the publication of the Red Book 
would not be within the jurisdiction 
of the Commission and the question as 
to whether such publication is ultra 
vires should be decided in the proper 
tribunal, which is not the Public Serv- 
ice Commission. 


Public Service Law Provisions 


Section 90 of the Public Service 
Law provides that “the provisions of 
this article shall apply to communica- 
tion by telegraph or telephone between 
one point and another within the state 
of New York and to every telegraph 
corporation and telephone corpora- 
tion.” 

In the definitions’ section of the 
statute (Art. 1, § 2, Subdivisions 17 
and 18) a telephone corporation is 
defined as one owning and operating 
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a telephone line “used in the conduct 
of the business of affording telephonic 
communication for hire.” <A “tele- 
phone line” is defined as including the 
various facilities and instrumentalities 
“used, operated, or owned by any tele- 
phone corporation to facilitate the 
business of affording telephonic com- 
munication.” 

“Section 91. every tele- 
phone corporation shall furnish and 
provide with respect to its business 
such instrumentalities and facilities as 
shall be adequate and in all respects 
just and reasonable. All charges 
made or demanded by any 
telephone corporation for any service 
rendered or to be rendered in connec- 
tion therewith shall be just and rea- 
sonable and not more than allowed by 
law or by order of the Commission. 
Every unjust or unreasonable charge 
made or demanded for any such serv- 
ice or in connection therewith or in 
excess Of that allowed by law or by 
order of the Commission is prohibited 
and declared to be unlawful.”’ 

Subdivisions 2 and 3 of § 91 con- 
tain provisions in relation to charges 
made by the company for service and 
also as to undue or unreasonable pref- 
erence or advantage, but I do not be- 
lieve these sections are pertinent to the 
discussion of the motion relating to 
jurisdiction. 


Discussion 


The question of jurisdiction in the 
absence of a particular provision of 
law, must be decided by the general 


provisions of the statute. Are the 
present facilities for obtaining tele- 
phonic information ‘“‘adequate and in 
all respects just and reasonable?” 
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The company now furnishes three 
sources of telephonic information. 

1. An alphabetical directory of all 
subscribers. 

2. An information service which 
gives, upon request, telephone numbers 
of new subscribers or of those who 
have moved since the current issue of 
the alphabetical directory was issued. 
Also, this service gives information 
where a directory is not available or 
to those who have difficulty in finding 
the telephone number of a desired par- 
ty. 

3. Intercept operator service which 
consists of the interception of calls to 
changed or discontinued numbers and 
the giving of such information to the 
calling party. 

The company likens publication of 
its classified directories to the sale of 
appliances by electric companies and 
cites the case of Groggins v. New 
York Edison Co. (N. Y. 1936) 16 
P.U.R.(N.S.) 365, in which this 
Commission held that it had no juris- 
diction over the methods and practices 
of electric companies in merchandising 
electrical appliances other than as to 
accounting therefor. This Commis- 
sion exercised authority over account- 
ing practices of telephone companies 
in establishing the Uniform System of 
Accounts for Telephone Corporations, 
the Commission exercising its author- 
ity with respect to revenues and ex- 
penses associated with advertising in 
telephone directories by providing 
that such revenues shall go into gen- 
eral telephone revenue. Operating 
revenue account “Directory Advertis- 
ing and Sales” includes “revenues 
from advertising in directories and 
from the sale or furnishing of new 
directories either in the company’s 
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own issue or directories purchased 
from others. It shall include all reve- 
nues from the classified sections and 
from bold face listings, marginal dis- 
plays, inserts, cover, and other adver- 
tisements in alphabetical sections of 
directories.” 

This particular question has never 
arisen in this jurisdiction but the com- 
pany’s brief points out several deci- 
sions in other jurisdictions. 

In Seaport Agencies v. British Co- 
lumbia Teleph. Co. (anno.) P.U.R. 
1923E, 271, 28 Canadian Railway 
Cases 130, in which a subscriber re- 
quested a free listing in a classified 
business directory in addition to its 
listing in the alphabetical directory, 
the Canadian Board of Railway Com- 
missioners held that “the Board is 
given no power to direct the company 
to carry an advertising appendix to its 
directory. It is given no power to say 
how such an appendix should be ar- 
ranged. In sum the matter is 
one of special contract not falling 
within the Board’s powers.” 

In Fond du Lac Business Men’s 
Asso. v. Wisconsin Teleph. Co. 
(1909) 1 Wisconsin Commission 
Telephone Cases 434, 4 Wis. R. C. R. 
340, 354, the Wisconsin Public Serv- 
ice Commission held it had no juris- 
diction over directory advertising. 
This case, however, apparently relat- 
ed only to advertising matter in alpha- 
betical directories. The Commission 
held that “when the company fur- 
nishes a directory that is reasonably 
adequate, in the broadest and fullest 
sense of the term, for the purposes for 
which it is designed, the Commission 
is powerless to prevent the company 
from incidentally leasing space in the 
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directory for advertising purposes, 

In Beynon v. Lincoln Teleph. & 
Teleg. Co. (1932) P.U.R.1933A, 334, 
336, the Nebraska State Railway Com- 
mission in dismissing a complaint 
against the failure to list a subscrib- 
er’s name in the classified directory 
said: “The Commission finds that 
the telephone company has no obliga- 
tion to provide a classified section in 
its alphabetical directory of subscrib- 
ee Ee 
The fact that the company has for 
a period of time published classified 
directories and that their use has 
proved to be a convenience to the pub- 
lic, is not enough in my mind to estab- 
lish jurisdiction and to confer power 
on the Commission to order their con- 
tinuance if it is found that the present 
facilities of the company are adequate 
to provide telephone information. A 
case in point is Elsie Diehl Agency v. 
New York Teleph. Co. (N. Y.) 
P.U.R.1928D, 803, 806. Complaint 
was made by various business offices 
against the discontinuance by the tele- 
phone company of the practice of fur- 
nishing information as to name and 
address corresponding with telephone 
numbers. The complaint was dis- 
missed, the Commission among other 
things saying: 

“The New York Telephone Com- 
pany’s undertaking is to furnish tele- 
phone service. In other words, to fur- 
nish facilities and equipment by means 
of which its subscribers can communi- 
cate orally with each other. 


“The furnishing of the numerical 
information, which is the basis of the 
complaint here, is an incidental service 
or convenience in connection with the 
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principal service of the company. 
The company contends that its fur- 
nishing or discontinuance is a matter 
which comes entirely within its mana- 
gerial discretion and outside of the 
regulatory powers of the Commission. 
Under the section quoted, the jurisdic- 
tional powers of the Commission seem 
limited to practices which relate to 
matters within the company’s public 
undertaking, or matters which the 
Commission could lawfully require the 
company to do. Otherwise, the com- 
pany is free to discontinue them in its 
discretion, for it is well established that 
autility may withdraw a service, which 
is merely incidental to, or a conven- 
ience in connection with, its principal 
service. 


“On the facts of this record, it is 
apparent that the furnishing of this 
kind of numerical information does 
not come within the company’s public 
undertaking; has no relation to the 
rendition of telephone service, and is 
a separate and incidental service, 
which amounts to a mere convenience 
for a very small percentage of tele- 


phone users. Further, it is service 
which the company has the right in 
its discretion to withdraw and discon- 
tinue since its discontinuance has not 
been shown to be unreasonable or in 
violation of law.” 


Conclusion 


It is the duty of the telephone com- 
pany to furnish all reasonable assist- 
ance and information to expedite and 
render easy oral communication be- 
tween the telephone stations of its sub- 
scribers. It is not within the public 
duty of the company to supply its 
patrons or subscribers with miscella- 
neous information not having relation 
to the establishment of ordinary serv- 
ice. 

The facilities now furnished by tie 
company for the obtaining of infor- 
mation as to its subscribers are at 
present adequate and it is not neces- 
sary for the company to furnish the 
added convenience of a classified di- 
rectory of business and professional 
subscribers. 

The complaint should be dismissed 
for lack of jurisdiction. 





COLORADO PUBLIC UTILITIES COMMISSION 


Re City and County of Denver et al. 


[Case No. 1994, Decision No. 10497.] 


Public utilities, § 57 — Municipal plant — Service beyond municipal limits — 
Effect of leasing arrangements. 
1. So-called leasing arrangements under which a municipality furnishes 
water to customers outside of municipal limits, by requiring the execution 
of an application for water supply with a notice stamped thereon contain- 
ing a reservation of the right to discontinue service, distinguish such opera- 
tions from public utility operations where temporary leasing of water and 
water rights is authorized by city charter and where the legislature by 


235 


20 P.U.R.(N.S.) 





COLORADO PUBLIC UTILITIES COMMISSION 


statute has permitted the municipality to lease water not needed for imme- 
diate use without any right becoming vested to a continuing leasing, p, 
237. 


Municipal plants, § 11 — Extraterritorial service — Leasing arrangement — Pos- 
sibility of competition. 

2. A municipality furnishing water service outside of municipal limits, not 
as public utility but as nonutility service under a leasing arrangement, may 
be permitted to continue such service as a private contractor or lessor, 
subject to the provision that the municipality shall be subject to Commission 
jurisdiction whenever said service comes in competition with any utility, it 
appearing that the extraterritorial service is valuable to persons outside the 
city who have no other source of supply and that a chaotic and uneconomic 
condition would prevail if the municipality, in order to avoid a public utility 
status outside its limits, should determine that no further water service 
would be rendered in fringe territory, p. 237. 


[August 18, 1937.] 


gpecncagan on investigation of operations of a municipal 
water utility beyond municipal limits; operations under 
leasing arrangement recognized and former order withdrawn. 
For former decision of Commission, see 18 P.U.R.(N.S.) 466. 


APPEARANCES: Richard E. Con- 
our, Denver, for the Commission; 
Glenn C. Saunders, Denver, for the 
city and county of Denver and its 
Board of Water Commissioners; H. 
G. Mundhenk, Denver, pro se. 

By the Commission: On April 17, 
1937 (18 P.U.R.(N.S.) 466) the 
Commission entered its order in the 
instant case requiring respondents to 
revise their rules, regulations, and 
practices relative to water service out- 
side the corporate limits of the city 
and county of Denver to conform to 
the “provisions of the Public Utilities 
Act and the rules of the Commission 
promulgated pursuant thereto”; and 
further requiring respondents, within 
sixty days from the date of said order, 
to restore service to said complain- 
ants, W. D. Henrick, Ed Powers, and 
Peter Mueller. 


Under said order, we held, in effect, ; 
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that in its water service to customers 
outside of the city and county of Den- 
ver, respondents were operating as a 
public utility, and as such were sub- 
ject to the jurisdiction and control of 
this Commission. 

Thereafter, on May 4, 1937, re- 
spondents filed a “Motion for Rehear- 
ing,” alleging numerous errors on the 
part of the Commission in arriving at 
its decision. 

In passing upon said motion for 
rehearing, we will not discuss in detail 
all of the alleged errors set forth in 
said motion, but will only call atten- 
tion to those allegation which we con- 
sider to be material and which might 
form some basis upon which different 
conclusions might be reached by the 
Commission than those promulgated 
in our original order. 

In said motion for rehearing, it is 
alleged, inter alia, (1) That the order 
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of the Commission is contrary to 
§ 264 to § 264-D, inclusive, of the 
charter of the city and county of Den- 


ver. 
(2) That the Commission failed 


to distinguish between the leasing of 
water and the furnishing of utility 
service, there being an entire want of 
evidence that the city and county of 
Denver has ever held out to any per- 
son outside of its territorial limits that 
water service of any particular stand- 
ard or pressure has ever been or would 
be furnished. 

(3) That our order is contrary to 
the best interests of the users of wa- 
ter which the Commission assumes 
are under its jurisdiction in that if 
carried to its logical conclusion by a 
reflection of the rates to be charged 
consumers of water outside of the city 
and county of Denver, said order 
would cause other users than those 
upon whose motion the Commission 
is acting in this proceeding to bear an 
unnecessary burden on behalf of those 
three water users. 

(4) That declaring that the city 
and county of Denver and its board 
of water commissioners must neces- 
sarily act as a public utility if they are 
to lease water outside of the territorial 
limits of the city and county of Den- 
ver, would require said city to discon- 
tinue service to some 20,000 inhabi- 
tants of the territory surrounding 
Denver, and instead of being for the 
benefit of those whom the Commis- 
sion is charged with the duty to pro- 
tect, would work incalculable hard- 
ship on those inhabitants of Colorado 
living near Denver who now receive 
water by leasing the same from Den- 
ver inasmuch as there is no adequate 
supply of water available to them, and 
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that the cost of obtaining an adequate 
supply would be such as to prohibit 
their ever actually obtaining same; 
that without an adequate water sup- 
ply, these people cannot continue to 
exist in their present homes and loca- 
tion; that property valued at many 
millions of dollars would be destroyed 
unnecessarily by the enforcement of 
our order; lands would be laid waste 
which are now productive and useful; 
tourists would be frightened away and 
stay away from the state, and the en- 
tire welfare, prosperity, and growth 
of the state would be jeopardized. 
[1,2] Our original order was based 
largely upon the authority of the 
case of Star Investment Co. v. Den- 
ver (1919) 5 Colo. P.U.C. 928, 
P.U.R.1920B, 684. As pointed out 
in said original order, said case is 
“upon all fours with the instant case 
unless same may be distinguished 
upon the theory that respondents, 
by requiring the execution of the 
‘Application for Water Supply’ with 
the ‘Notice’ hereinbefore referred to 
stamped thereon (See Exhibits 5, 
6, and 7), have removed them- 
selves from a public utility status.” 
Respondents in their motion for re- 
hearing make the suggestion that we 
recognize that they are performing 
a useful nonutility function in cer- 
tain areas outside the territorial lim- 
its of the city and county of Denver, 
but that in performing such function 
they are limited by the power of the 
Commission to at once discontinue 
such function whenever any person or 
combination of persons shall satisfy 
the Commission that they should be 
permitted to serve all or any portion 
of the territory outside the city and 
county of Denver with a utility serv- 
20 P.U.R.(N.S.) 
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ice with which the water-leasing func- 
tion of the respondents would com- 
pete. 

The obvious effect of such proce- 
dure would be to permit respondents 
to continue their present method of 
so-called “leasing” of water to the in- 
habitants of the fringe territory of 
Denver without any control or regula- 
tion by this Commission, except that 
we could immediately order that it 
discontinue such service whenever the 
same became competitive with some 
existing public utility. Such a proce- 
dure would, to some extent at least, 
remove some of the objections point- 
ed out in our original order to permit 
respondents to “extend service indefi- 
nitely with only physical restrictions 
upon the territory to be served, and 
this would be true even though such 
service might become competitive 
with other water service now being 
rendered by public utilities.” 

In the Star Investment Company 
Case, supra, the Commission had un- 
der consideration, status of a water 
service initiated by the Denver Union 
Water Company, whose properties 
were acquired by the city. Unless, as 
pointed out in the Commission’s Deci- 
sion No. 314 on motion to dismiss 
complaint (Star Investment Co. v. 
Denver, supra) Section 1, Art. XI of 
the state Constitution prohibited the 
city from assuming the obligations of 
the water company’s contracts or stat- 
us (while taking the benefits thereof), 
the city probably became a public util- 
ity as to such service, and this, no 
doubt, would be true, notwithstanding 
a charter provision to the contrary. 
An individual by declaration or a pri- 
vate corporation by provision in its 


articles (charter) could not change . 
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the terms of a contract it had adopted 
or entered into or its status as a pub- 
lic utility (at least as to existing sery- 
ice) which it assumed by taking over 
the operations of a public utility, and 
it would not seem reasonable that a 
municipal corporation which could 
have served the field as a public utility, 
had it elected so to do, could take over 
the properties of the Denver Union 
Water Company and its customers 
and, by charter provision or declara- 
tion, change the status of service ren- 
dered said customers. However, when 
we consider service initiated since the 
adoption of the charter, a different 
situation is presented. As to such 
customers, there is merit in the city’s 
position that it is not serving as a 
public utility. The adoption of the 
charter in effect, notified the world 
that the city no longer (if it or its 
predecessors in interest theretofore 
had) professed to be a public utility 
as to service outside the city limits. 
The charter of the city and county 
of Denver gives its water board au- 
thority to only— 
“temporarily lease water and water 
rights to be used outside the limits of 
the city and county of Denver when 
the water supply for the city and coun- 
ty of Denver and its inhabitants is 
above that necessary for its present 
needs; said leases, however, to be for 
periods not exceeding one year and to 
be made subject to the future needs 
and requirements of the city and coun- 
ty of Denver and its inhabitants.” 
It is also true that undoubtedly re- 
spondents have endeavored to keep 
themselves within the provisions of 
the charter by requiring, in the first 
instance, the owner of the premises in 
all the 4,500 taps they have made out- 
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side of the city limits of Denver to 
sign an agreement to the effect that 
“the board reserves the right to dis- 
continue this service when, in its judg- 
ment, it is for the best interests of 
the city so to do.” These “Applica- 
tions for Water Supply” with the “No- 
tice” stamped thereon, constitute the 
contract between the consumer of wa- 
ter outside the territorial limits of 
Denver and respondents, provided we 
should hold that the service is one of 
private contract rather than that of a 
public utility. 

It is also true that the Legislature 
of 1931 passed an Act (Chap. 172, 
§ 1, Session Laws, 1931) which pro- 
vides, in effect, that “In the event any 
municipal appropriator of water hav- 
ing a population in excess of 200,000 
people shall hereafter lease water not 
needed by it for immediate use, no 
rights shall become vested to a contin- 
ued leasing . . . .” 


This act could only apply to the city 
and county of Denver and was un- 
doubtedly passed with the idea in mind 
of protecting and preserving the wa- 
ter rights of Denver and permitting 


the so-called leasing arrangement 
which Denver has been asking with 
its outside consumers. As we have 
said, the board of water commission- 
ers of the city and county of Denver, 
under the charter, admittedly could 
legally lease water, subject to certain 
conditions, for a period of one year. 
It can be contended that persons deal- 
ing with the city knew, or should have 
known, the scope of their authority 
and it can well be urged that, if under 
one construction their action was con- 
sistent with the power conferred by 
charter and the service to be furnished 
not ultra vires and under the other 


239 


construction, their action was unau- 
thorized and the service to be fur- 
nished by the city as a public utility 
was ultra vires, we should adopt that 
construction which would bring the 
transaction within the terms of the 
charter and the actions of the city’s 
officers consistent therewith. Certain- 
ly, in its decision in the instant case, 
the Commission has no desire to arro- 
gate to itself any authority which it 
does not believe is clearly sustained 
under the law and the facts in the in- 
stant case, but only desires to arrive at 
a decision which, in our opinion, may 
be legally sustained and which would 
be for the greatest benefit to largest 
portion of the population whose inter- 
ests are directly involved in this pro- 
ceeding. 

Undoubtedly, a number of those res- 
idents of the fringe territory of Den- 
ver who are now receiving water serv- 
ice from respondents, would prefer to 
have the regulation of a state regula- 
tory body than to be subject only to 
the jurisdiction of respondents. How- 
ever, we must also bear in mind that 
if the territory adjacent to Denver is 
to continue to develop and expand, it 
must have a satisfactory water sup- 
ply. We know of no other source from 
which that supply may be obtained 
than from respondents. In our opin- 
ion, the prosperity and continued de- 
velopment of Denver iteslf depends to 
a large extent upon the prosperity and 
expansion of its fringe territory. 
However, if respondents, in the ex- 
ercise of their judgment, determine 
that no further water service will be 
rendered to any additional users of 
water in said fringe territory, certain- 
ly a chaotic and uneconomic condition 
will prevail. From a practical stand- 
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point, we believe the future welfare 
of the fringe territory surrounding 
Denver, as well as Denver itself, 
would be better served by permitting 
respondents to continue their present 
practice of leasing water to outside 
consumers than could be obtained by 
this Commission assuming jurisdiction 
over such operations with the idea in 
mind that respondents could not be 
required to furnish any new service as 
a public utility in contravention of the 
terms of its charter. As we held in 
our former order, respondents, if they 
have become a public utility, could not 
allege ultra vires as a defense, but 
probably that defense could be inter- 
posed so far as any new and addition- 
al service was concerned. What we 
desire to accomplish in the instant case 
is to secure the widest possible service 
of the water owned by respondents, 
which is not required by the inhabit- 
ants of the city and county of Denver, 


for use by the residents of the so-called 
fringe territory of Denver so long as 
the furnishing of water by Denver in 
territory beyond its city limits does 
not compete with any utility furnish- 
ing or able to furnish such territory 
with like service. 


With this end in view, we believe 
that the instant case may be distin- 
guished from that of the Star Invest- 
ment Company by recognizing the so- 
called leasing arrangements which the 
city has required since the decision in 
that case from all its extraterritorial 
consumers, and in view of the case of 
Denver v. Brown (1914) 56 Colo. 
216, 138 Pac. 44, and Chap. 163, 
§ 398 Comp. Stats. Anno. wherein 
the power of the city and county of 
Denver to lease water outside of its 


territorial limits on a temporary basis, 
is recognized and in further view of 
all the facts and circumstances sur- 
rounding the instant case, the Commis- 
sion is of the opinion, and so finds, 
that its former order should be with- 
drawn, and in lieu thereof, the rights 
of respondents to continue the fur- 
nishing of water service outside its 
territorial limits as a private contrac- 
tor or lessor, should be recognized by 
the Commission, subject always to the 
provision that in such service respond- 
ents are subject to our jurisdiction 
whenever said service comes in com- 
petition with any existing or hereafter 
created utility. 


ORDER 


It is therefore ordered, that the for- 
mer order of the Commission herein 
dated April 17, 1937 (18 P.ULR. 
(N.S.) 466) be, and the same is here- 
by withdrawn, and in lieu thereof, the 
Commission finds that in its furnish- 
ing of water service outside its terri- 
torial limits, respondents are operat- 
ing as private contractors or lessors, 
over which service the Commission 
has no jurisdiction, save and except 
as hereinafter provided. 

It is further ordered, that jurisdic- 
tion in the instant case be, and the 
same is hereby, retained to the end 
that should said contract service of re- 
spondents at any time interfere or 
come in competition with the service 
of any utility now existing or hereaft- 
er created, then, in that event, the 
Commission may require the discon- 
tinuance by respondents of its present 
contract service in any particular area 
or territory wherein it is found that 
actual competition with an existing 
utility may exist. 
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Industrial Progress 





Compact Trailer Produced by 
Davey Compressor Co. 


NEW model in the Davey Compressor 
A Company’s line which is attracting at- 
tention and breaking all sales records, ac- 
cording to the manufacturer, is a 105 cu. ft. 
side-by-side trailer. 

“Compactness” is the outstanding charac- 
teristic of this unit which is 62 inches high, 
65 inches wide and 114 inches long. It is es- 


as, 


Davey Side-by-Side Trailer 


pecially adapted for use where a high degree 
of portability is essential and can be towed 
behind a car with ease. Pneumatic tires are 
standard equipment. It is available in either 
single or two stage design with no difference 
in price. 


Electrical Contractors Stress 
National Wiring Program 


gett of a national adequate wiring 
program was stressed at the thirty-fifth 
annual National Electrical Contractors’ 
Association Convention held recently in Los 
Angeles, California. More than 600 delegates 
from all sections of the United States and 
Canada attended the meeting. 

: Swartzbaugh, president of the 
Swartzbaugh Manufacturing Company, W. 
C. Manwaring, general sales manager of the 
British Columbia Electric Railway Com- 
pany, Ltd., of Vancouver, B. C., Earl White- 
horn, New York Editor of Electrical Con- 
tracting, Walter L. Stickel of Los Angeles 
and Earl N. Peak of Marshalltown, Iowa, 
president of the contractors’ association, 
were speakers at the opening session. K. D. 
White of Columbus, Georgia, William Cyr, 
associate editor of Electrical West and A. 
V. Thompson of the General Electric Com- 
pany were among oth@fs who addressed 
other sessions at the cof¥éntion which was 
held at the Biltmore. 


Foster Wheeler’s Orders Show 
Continued Equipment Demand 


Fg for steam generating equipment, 
currently the strongest part of the 
heavy equipment market, has sustained the 
unfilled orders of Foster Wheeler Corp. at 
the level which prevailed at the end of the 
first half year according to the Wall Street 
Journal. At that time Foster Wheeler and 
its foreign subsidiaries had total unfilled 
orders of $10,456,900 which compared with 
$6,165,860 on June 30, 1936. Of this total, the 
American company’s unfilled orders amounted 
to over $8,500,000, and the parent company 
continues to show unfilled orders at that level. 

A considerable part of the demand for 
steam generating equipment is for rehabili- 
tation, in which obsolete boilers providing 
comparatively low pressure steam are re- 
placed with high pressure boilers and turbines 
using this high pressure steam which then 
goes through the old low pressure turbine. 
In this way apparently obsolete equipment is 
salvaged, and electrical generating costs are 
reduced. 


Grounding Data Issued by 
Copperweld Steel Co. 


HE current number of “Grounding 

Notes,” published by the Copperweld 
Steel Company, Glassport, Pa., summarizes 
information on methods and instruments for 
the determination of ground resistance. 

The Company announces a new 22-page 
Data Book on Grounding. Attractively illus- 
trated, the new booklet is replete with infor- 
mation on grounding theory and practice. A 
copy may be obtained from the manufacturer. 


Westinghouse Offers “Packaged” 
Air Conditioning Unit 


FFERING complete residential air condi- 

tioning for both summer and winter as 
a packaged unit, Westinghouse is entering 
the huge home air conditioning market ac- 
cording to P. Y. Danley, Manager of West- 
inghouse’s Refrigeration and Air Condition- 
ing Department. 

According to Danley’s announcement, 
Westinghouse will concentrate on the market 
comprising new homes costing from $5,000 
and up. Characterized as the simplest and 
most economical method of providing con- 
trolled all-year air conditioning, the new 
Westinghouse “packaged” unit employs a 
central system of matched units comprising 
a direct fired forced warm air furnace, with 
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filters, blower, and humidifier for winter 
conditioning and the Westinghouse Seal-less 
condensing unit and cooling coil for summer 
conditioning, at a moderate cost. This com- 
plete system for summer and winter air con- 
ditioning comes “all in a single package” de- 
signed for efficiency as well as appearance. 

Gas-fired furnaces are available in capaci- 
ties from 100,000 to 270,000 BTU with 
matched equipment for summer condition- 
ing. Smaller units of similar design ranging 
from 60,000 to 100,000 BTU will be available 
before 1938. 

Oil-fired furnaces are available in capaci- 
ties from 100,000 to 190,000 BTU and before 
1938 smaller units ranging from 50,000 to 
100,000 BTU will also be available. 


Egry Register Co. Offers New 
Machine Stand 


CONVENIENT and serviceable new Egry 
Stand has just been introduced. Modern 
in design, sturdily constructed with natural 
finish oak top, tubular steel legs, pressed 
steel auxiliary shelf, with chrome finish tubu- 
lar steel side loops, the new stand presents a 


Egry Stand and Register 


modern, attractive appearance, in keeping 
with the finest appointed office. 

Designed primarily for use with Egry 
registers and Egry auditors, the new Egry 
stand is of comfortable height for easy writ- 


ing. It is of sufficient length and width to? 


accommodate all sizes of registers as well as 
other office equipment—adding machines, cash 
registers, stencil cutting machines, . hecto- 
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graphs, comptometers, scales, duplicating ma- 
chines, card files, credit systems, telephones, 
radios and similar business equipment and 
furnishings. 

The Egry Stand is 33 inches high, 25 inches 
long and 15 inches wide. Auxiliary shelf js 
12 inches below the top. 

The Egry “400 Line” Tru-Pak Register, re- 
cently introduced, is shown on the Egry Stand, 


Owens-Illinois Glass Co. Opens 
Research Laboratory 


WENS-ILirno1s Glass Co. recently dedi- 
cated its new fibreglass research labo- 
ratory at Newark, Ohio. The new building is 
made of glass blocks. Methods of making 
new glass products were shown under the 
direction of William E. Levis, president. 
Among the interesting developments is the 
use of glass-thread insulation on wires which 
may make it possible to build smaller motors 
to deliver greater power because of the re- 
sistance of glass to high temperatures. 
The machinery which makes. glass fibre 
for textiles and other materials was demon- 


. strated. The molten glass is drawn through 


a bushing containing 102 holes and the 102 
glass filaments make a strand of glass about 
as large as a human hair, 

When insulation tape is made for electric 
wires, six of the strands are combined to 
produce tape .002 of an inch thick. The tape 
then is woven into a larger one of the re- 
quired size. 


Lincoln Foundation Reports 
Nation-wide Interest 


oe of 29 states have expressed 
interest in the $200,000 Award Program 
of the James F. Lincoln Arc Welding Foun- 
dation, according to secretary A. F, Davis. 
At a recent meeting of the Foundation, which 
was attended by Dr. E. E. Dreese of Ohio 
State University, chariman of the Foundation 
Jury of Award, W. B. Stewart, prominent 
Cleveland attorney and H. R. Harris, vice 
president, Central National Bank, who are 
trustees, A. F. Davis, Foundation secretary 
and E. C. Powers, assistant secretary, Mr. 
Davis reported that the 29 governors had 
cooperated with the foundation in bringing 
its Award Program to the attention of indi- 
viduals and departments of state goveri- | 
ments, these in turn conveying information to 
possible participants. f 
Radical changes in methods of manufac 
ture and construction, utilizing entirely new 
design concepts, are anticipated as result Of 
the large scale redesign studies being stimt= 
lated by the Award Program. It was Te 
ported that redesign studies for arc wel 
construction are being made of aircraft ang 
automotive engines, railroad locomotive 
naval and commercial vessels, industri 
buildings and structures, as well as machines” 
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Neu can save Staoke of Money with 
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@ Replacement of rusted-out sheet 





metal parts—stacks, tanks, roofing, 
siding, ducts—cost money—in 
amounts which stack up year after 


year into enormous figures. 


Much of this waste—this expense—can be eliminated 
—and in a very simple manner—by using Toncan Iron 
for all sheet metal parts wherever corrosion causes 


early failure of ordinary ferrous materials. 


Toncan Iron resists rust and corrosion—because it is 
an alloy of refined open-hearth iron, copper and 
molybdenum. Its resistance to rust is greater than that 
of any other ferrous material in its price class. It costs 
slightly more than ordinary sheet metal, but the extra 


life it affords more than pays the difference. 


is Toncan Iron is economical in another way, too. It is 


soft, ductile and easy to work. Sheet metal shops 
ssed 
ram 
oun- : : ; 
avis. If you would like to know more about this cost-cutting 


— sheet metal and how it is saving “stacks of money” 


report substantial savings in fabrication costs. 


ation for most every type of industry, write today for a 
pve free copy of the booklet, “The Path to Permanence.” 
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and products of all types used in industry, 
business and the home. The mass of data 
being accumulated will doubtless contain 
facts of great economic and commercial sig- 
nificance. Engineers, designers, architects, 
production managers and others throughout 
the country are studying redesign for arc 
welding in preparation for writing papers 
for the Award Program. 

The Award Program, first activity of the 
Foundation’s plan to encourage scientific 
progress of electric welding, closes June 1, 
1938. 


Absolute-Pressure Instruments 
Announced by Taylor 


AYLOR Instrument Companies, Rochester, 
New York, have announced a new line 
of instruments for indicating, recording and 
controlling absolute pressure, in low pressure 


Absolute-Pressure Controller 


measurement of gases and vapors, as speci- 
fied by advanced engineering practice. 

The absolute pressure element consists of 
a flexible phosphor-bronze bellows to the in- 
side of which the pressure medium under 
measurement is communicated. ‘Connected 
with this assembly, and opposing its action, 
is a second identical metal bellows which has 
been evacuated and sealed, thus comprising 
an atmospheric-pressure compensator. 

These instruments are applicable to dis- 
tillation units, evaporators, condensers, and 
in general, wherever the corresponding mer- 
cury type of gauges can be used—with the 
exception, of course, of gases or vapors 
corrosive to the bronze bellows. 


G-E Sales Show Increase 


"3. billed by General Electric Company 


during the first nine months of 1937 
amounted to $260,773,533, compared with 
$189,263,156 during the corresponding period 
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of 1936, an increase of 38 per cent, President 
Gerard Swope announced recently. 

Orders received during the nine months 
ended September 30th amounted to $305,. 
276,556, compared with $211,891,038 for th 
corresponding period in 1936, an increase of 
44 per cent. 


Westinghouse Appointments 


S. ScHULER has been appointed divi- 
H. sion manager of industry advertising 
of the Westinghouse Electric & Manufac- 
turing Company it is announced by J. M. 
McKibbin, sales promotion and apparatus 
advertising manager. 

Mr. Schuler came to Westinghouse from 
the advertising agency of Ketchum, McLeod 
& Grove, Inc. where he was an account 
executive. 

Other division advertising managers ap- 
pointed by Mr. McKibbin are T. H. Cable 
and J. H. Thompson. 


Graver Tank Co. Issues Water 
Treating Book 


HE Graver Tank & Manufacturing Com- 

pany, Inc., East Chicago, Indiana, has 
published an interesting new book entitled 
“Pure As the Water You Drink.” This 30- 
page book covers the design, construction and 
operation of sanitary swim pools and has a 
copyrighted section devoted to the experience 
of present pool owners in financing and oper- 
ating their pools. 

This book, which is written by men who 
have installed water treating and circulating 
systems in many of the country’s finest clubs, 
municipal and private estate pools, may be 
secured free of charge from the manufac- 
turer. 


Electric Eyes Protect 
Human Eyes 


| eee pe the vital part played by adequate 
and uniform illumination in any wor 
requiring close concentration and mental ef- 
fort, General Electric engineers have devised 
an inexpensive photoelectric lighting control 
that keeps the light in a room or building at 
the proper level for satisfactory work. _ 
This desirable control of the lighting in a 
room is accomplished by means of a photo- 
tube, or “electric eye,” application. A photo- 
tube is set up so that the natural light com- 
ing through the windows falls on the tube. 
Any difference in the amount of light striking 
the tube causes a change in the amount of 
current flowing in the tube. This current 
change is amplified by a standard radio tube 
so that it is of sufficient magnitude to operate 
a relay which in turn operates the lights. 
Adjustment of the control unit is both 
simple and permanent. Two knobs are lo- 
cated on the control panel, one of which de- 
termines the light level at which the unit will 
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A Bauviier Fhat Says 


| (STAY OUT” 
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Kinnear Rolling Grilles are impassable bar- 
ricades when closed. Remarkably strong and 
dependable! Burglars, marauders, fire-bugs, 
be ae} and agitators are kept out, without sacrific- 
. ing air, light or vision. Perfectly counter- 
balanced and coiling above the opening, they 
are operated with the convenience of a win- 
dow shade . . . leaving the opening clear and 
unobstructed. Made in any size, for motor 
or manual operation. Easy to install in old 
or new doorways, gateways, corridors, etc., 
ed they are ideal for many uses. Write for com- 
rol = —— plete details. 


“I The KINNEAR Mfg. Co. 
to- 2060-80 Fields Ave., Columbus, Ohio 











This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





56 INDUSTRIAL PROGRESS (Continued) 


turn-on the artificial light. The other sets 
the level at which the artificial light will be 
turned off. Once the unit is adjusted to pro- 
vide a given level of illumination it will func- 
tion satisfactorily for long periods without 
attention. 

Two different models of the control are 
available. One, the flush-mounted, is best 
suited for installations in new buildings be- 
cause it is installed in the wall. The other, 
the surface-mounted, can be used to advan- 
tage where it is not desirable to cut into the 
room walls. Connections to the lighting cir- 
cuit of the building are made at the regular 
wall switch. 


Metal-Clad Switchgear With 
Built-in Test Compartment 


ELTA-STAR Electric Company, Chicago, 
Illinois, announces a new self-contained 
Metal-Clad Switchgear which houses a 100,- 
000 KVA. oil-blast circuit breaker, instru- 
ment transformers, insulated bus, cable 
terminators and accessories. The die-pressed 
steel panel door with concealed hinges car- 
ries the instruments, relays and. control 
switches. 
On the end of the steel enclosure is a door 


Unit Type “R. I.” 7.5 ku Switchgear 


giving access to the circuit breaker test com- 
partment. It is used in conjunction with an 
elevating type handling truck and a control 
wire jumper providing ready means for 


checking the breaker operation when removed | 


from its cell, 

The test compartment contains a control 
— control bus connections and alarm 
ell. 


NOV. 11, 1937 


G-E Develops AC Network 
Analyzer for Utilities 


NEW, improved, alternating-current net- 

work analyzer on which can be simulated 
networks in miniature representing lines and 
equipment on a utility company’s system has 
been put into operation in the Schenectady 
Works of the General Electric Company, 

The new analyzer may be operated by one 
man and can be used for load and voltage. 
regulation studies, investigations in system 
stability, and network studies involving mu- 
tual reactance. Setups may be made on the 
board of complicated equivalent circuits as 
well as short-circuit and relay conditions 
where greater accuracy is desired than it is 
possible to obtain with a direct-current calcu- 
lating table. 

The analyzer consists of a central metering 
and main control cabinet, two centrally lo- 
cated plugging cabinets, and eight cabinets 
which contain the various impedances used 
in setting up the network. The power source 
is a 480-cycle motor-generator set. The cen- 
tral cabinet contains the master ammeter, 
voltmeter, and watt-varmeter, together with 
operating switches and complete control to 
permit direct measurement of current, volt- 
age, power, reactive power, phase angle and 
vector component of current and voltage at 
any given point in the network. Silver con- 
tact switches are provided at the central con- 
trol cabinet so that a single operator may in- 
sert the master instruments in any part of 
the impedance network and obtain any of the 
above measurements. 


Davey Names District Manager 


Aare of L. J. McLaughlin as Mid- 
Western District Manager of the Davey 
Compressor Co., Inc., was announced recently 
by President Paul H. Davey. McLaughlin, who 
brings a background of more than 20 years’ 
equipment experience to his new position, 
was formerly sales manager of the Hug 
Truck Company. Prior to that he served ina 
similar capacity with the Red Star Products 
Co., Inc. 


Executives Writing Service 


AY Executives Writing Service is announced 
by Daniel Starch and Staff of New York. 
In making this addition to his commercial ” 
research, marketing, and advertising ervey 
Dr. Starch explained that the work 0 
the new unit is to write articles, speeches, 
reports, sales letters, and other literature for 
persons or organizations who need such help. 

The work will be carried on by an 0 
staff and about 100 special writers in New 
York and other cities. ,_ = 

Editor of Executives Writing Service ® 
Roger Barton, who has had many years ¢X- 
perience in advertising, newspaper, and maga | 
zine work. He is assisted by W. Royce Powell, 
who has a similar background. 
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Are your distribution transformers 
of the CLOSED COIL or OPEN COIL type? 


@ For the benefit of those who are not familiar with the two 
types of construction, we will describe them briefly: 


@ A distribution transformer coil consists of many turns of 
wire, which are usually wound helically on concentric layers. 
In the closed type many such layers are wound tightly to- 
gether with only solid insulation between them. As distin- 
guished from this consider the OPEN COIL, a Pennsylvania 
development : 


@ Every layer of winding is separated from the adjacent one 
by vertical spacers as well as solid insulation. These spacers 
form vertical ducts adjacent to each layer of winding (hence 
the name, OPEN COIL). The ducts permit treatment of coils 
in varnish, instead of compound. During the treating process 
air is circulated through the ducts . .. and the varnish is 
thereby oxidized and hardened. A COIL SO TREATED IS 
NEVER SOFTENED BY HOT OIL, and retains its full elec- 
trical and mechanical strength under the heaviest overloads. 


This truly important Pennsylvania development deserves the attention of 
utility executives interested in more reliable, ical power distribution. 





Pennsylvania Transformer Co. 
1701 Island Avenue, N. S., Pittsburgh, Pa. 


ee = 
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Armor rods protect conductors at points of support against flashovers 








abrasion and vibration fatigue. Stockbridge Dampers control vibration 


and eliminate trouble from that source. Both of these accessories are 


applicable to all types of lines. Here again Alcoa research has helped 


to increase the reliability of your operations. 


ALUMINUM COMPANY OF AMERICA 


2134 Gulf Building, Pittsburgh, Pa. 


ALCOA:ALUMINU 


ALCOA 
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Here's a complete Barco Hammer stowed in the lug- 
gage compartment of a small coupe. And it will be 
ready for duty almost as soon as it reaches the job. 








T satisFaction” IN 


RURAL ELECTRIFICATION WORK 


© Whether it’s operating pact and requires no cumbersome 
ata busy street intersection...or auxiliary equipment it never 
on an inaccessible mountain ... blocks traffic. Amazingly econom- 
the Barco Portable Gasoline Ham- ical and effective ... winter or 
mer saves time and cuts costs. summer... for breaking, digging, 
Stowed away in the back of acar driving test rods, cutting asphalt, 
or a corner of a truck, the Barco drilling rock, tamping back-fill, 
can be taken to any job quickly etc., the BARCO is well worth your 
and cheaply. Because it is com- investigation. 


BARCO MANUFACTURING CO. 


q 1803 W. Winnemac Ave. Chicago, Ill. 
BARCO,. tian: 
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—World Wide Photo, 


A Tower of Strength 
and Power 


Whatever may be said of the Strength and 
durability of ancient towers and medieval castles 
can surely be expressed for the transformer 
illustrated here. For it is indeed a tower of 
strength and power — with its spires extending 
into the sky, and dwarfing the average man by 
its size, it can’t help but impress on a person's 
mind or instill in one a feeling of the bigness and 
importance of this transformer and the project 
where it is to be installed. This Wagner power 
transformer and many others are to 

be installed on the Government's 

giant Bonneville power and naviga- 

tion dam project on the Columbia 

River between the states of Wash- 

ington and Oregon. (View of dam 

nearing completion is shown above.) 

The Wagner power transformers are 

rated .16,000-kva, 115-kv. single- 

phase, water cooled. 


Wagner is glad for having been of 
Service on this project and thousands 
of other power transformer installa- 
tions. We would appreciate an oppor- 
tunity to consult with you on your 
power transformer problems. Wagner 
Power Transformer Bulletin No. 181 
will be sent upon request. 


TP437-1BA 


Wasner Electric Corporation 


6400 Plymouth Avenue, Saint Lou A 


TRANSFORMERS MOTORS FANS BRAKES 
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THE WIDE-LIMIT METER 


HIS is. the watthour meter 
that will serve for both large 
nd smal] single-phase loads. 


tis a meter that starts on loads 
of less than one-half per cent of 
ts nameplate rating. It is a 
meter that accurately measures 
oads up to four times its name- 
plate rating. 


tis the new General Electric 
Type 1-30 watthour meter with 
n operating range of 1200:1. 


se statements describe the 
ults of a development that 
long been in progress — 
hed more intensively during 


recent years as the need for bet- 
ter accuracy between wider limits 
became more acute. 


One can better appreciate that 
this development is a long step 
forward when one considers how 
high a degree of accuracy was 
attained by the first high-torque 
meters. 


Two factors contributed to this 
success: the skilled engineering 
that went into the design of the 
driving element to make it in- 
herently accurate; and the pro- 
ficient manufacturing that devel- 
oped methods to maintain this 


accuracy at the high requisite 
rate of production. 


In the Type 1-30, therefore, 
electric-service companies are 
offered a watthour meter that 
has very broad applications . . . 
a meter that will reduce inven- 
tory investment, assure low main- 
tenance, and improve revenue, 


Further information to help you 
determine the suitability of this 
meter for all your single-phase 
loads will be gladly furnished on 
request to the nearest G-E sales 
office or General Electric Co., 
Dept.6—201, Schenectady, N.Y, 


‘GENERAL @ ELECTRIC 
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HERE Is SOMETHING 








WHO'S WHO 


IN THE 


U. S$. GOVERNMENT 
UTILITY PROGRAM 


A directory, with biographical data, of Federal officials and 
employees whose duties embrace utility regulation and other 
utility problems, including construction and operation of 
Federal properties. 


Compiled by Georce E. Doyine, Editor 


P.U.R. Executive Information Service 





260 BIOGRAPHIES 
MORE THAN 300 NAMES LISTED 
30 DEPARTMENTS, COMMISSIONS, ETC. 





A valuable reference guide to government personnel in the 
field of public utilities—electric, gas, transportation, com- 
munications. 





PLACE YOUR ORDER NOW - - PRICE $1.00 


PUBLIC UTILITIES REPORTS, Ine. 


MUNSEY BUILDING 


WASHINGTON, D. C. 
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Illustrated: No. 1954, construction and 
maintenance unit, suitable for service 
on any standard 1 tonto 11 tonchassis. 
Other Baker equipment includes— 
Line Construction and Maintenance 
Bodies; Light, Medium and Heavy 
Duty * Telephone Installation and 
Service Bodies * Cable Splicer Trail- 
ers * Pole and Material Trailers « 
Aerial Ladder Units « Winches and 
Power Take Offs « Pole Derricks « Reels 





cudable AS THE SERVIC 


HEY HELP TO MAINTAIN 


















Engineered to meet the exacting requirements 
of Utility installation and maintenance, Baker 
All-Steel Bodies are backed by over 80 years of 
experience in building commercial vehicle 
bodies. In them you will find, as other Operat- 
ing Executives have found, the combination of 
high efficiency, long life and low operating cost 
so urgently demanded by today’s conditions. 

Write today for the catalog and complete 
details on the Baker All-Steel line. You'll 
find its information useful in meeting your 


equipment requirements. 


THE BAKER-RAULANG COMPANY 


BODY DIVISION: WEST 80TH STREET ¢ CLEVELAND, OHIO 
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AIR PREHEATERS. 


for 
1535 Ib. unit 


The 1535 Ib. pressure, 
215,000 lb. per hour steam 
generator of the San An- 
tonio Public Service Cor- 
poration includes the 
boiler, convection and re- 
heat superheaters, econo- 
mizer and sectional plate 
air preheater by Foster 
Wheeler. 


The air preheater con- 
tains 13,900 sq. ft. of heat- 
ing surface and the air for 
combustion is heated to 
342° F.; flue gases leave 
the heater at 356° F. The 
effectiveness of counter 
current construction of 
the air heater is evidenced 
by the difference between 
exit air and stack gas 
temperatures—only 14 de- 
grees F, 


Complete steam gener- 
ating units of progressive 
design are developed for 
the specific requirements 
of each plant. Component 
parts for modernization or 
increasing capacity are 
furnished separately. 


FOSTER WHEELER CORPORATION, 165 Broadway, New York, N. Y. 


HEEZBLER 
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EVEREADY 


TRADE MARK 


INDUSTRIAL 
FLASHLIGHT 


“Built for Rough Treatment’ 


The “Eveready” Industrial Flashlight is built 
for ROUGH treatment. The entire outer casing 
is made of heavy fibre reinforced inside by 
brass parts to help withstand severe service. 
The lens and lamp are protected by a special 
cushioning which softens the hardest impact. 
This flashlight has no exterior metal parts and 
it is completely insulated for working around 
“hot” wires, and therefore prevents shocks and 
short circuits. The casing will not dent andis not 
affected by oils, grease, gasoline, alcohol or other 
solvents and does not deteriorate with age. 

The moulded slide switch is positive in opera- 
tion and slides “on and off” easily. The whole 
assembly can be readily taken apart and put 
together without tools. Particles of grit cannot 
cause trouble. 


TO REMOVE: Slide the switch “A” to the “on” position and hold it 
firmly against the tube with the thumb. Insert longest finger of right hand 
in tube and press brass contact strip “C” directly in front of lug “B”. This 
pressure releases the latch and the strip will slide out. 


TO REPLACE: Hold flashlight as shown and press the switch “A” in 
the “off” position, holding it firmly against the tube. Insert brass contact 
strip “C” with the small raised latch piece “D” on the top, Push it through 
the slot in the first lug “"B”. Press down on the slide to flatten the “bow”. 
This pressure will lift the end so it may be pushed in through the second 
lug. Continue to push forward until a distinct click is heard. Then the 
switch is latched and properly assembled. 














NATIONAL CARBON COMPANY, INC. 
General Offices: New York, N. Y. + Branches: Chicago, San Francisco 


Unit of Union Carbide [Iq and Carbon Corporation 
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Setter PRODUCTS... 
because CITIES SERVICE knows your problems! 








€ stig Service engineers, backed by 74 years of practical 
lubrication experience, are concentrating their efforts daily 
on solving the various lubrication problems with which in- 
dustry is faced. 


Wherever moving surfaces come together, no matter what 
the speed or load, Cities Service can recommend authorita- 
tively the correct lubricants to use. Whether you need heavy 
greases for massive gears or the lightest of oils for delicate 
precision machines, Cities Service is ready to fill your every 
need. 


Cities Service engineers will be glad to discuss your lubri- 
cation problems with you. 


¢$+¢ ¢ + 4 


CITIES SERVICE INDUSTRIAL OILS 


Compressor Oils Marine Engine Oils 

Cutting Oils Quenching and Tempering Oils 
Diesel Engine Oils Sewing Machine Oils 

Cylinder Oils Spindle Oils 

Star Ice Machine Oils Transformer Oil 

Leather Finishing Oils Turbine Oils 

Loom Oils Wool Oils 


Cities Service Radio Concert every Friday evening, 8.00 P. M. Eastern Standard Time. 
ee — 
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@ Theoretically, although it had never been 
done before, engineers knew that if a stoker 
could maintain an even fuel bed, it would 
minimize draft problems, permit the efficient 
burning of low cost coals —and surpass in 
performance all existing stokers. Scores of 
engineers tried to secure this even fuel bed 
effect. Stowe Stoker engineers, and only Stowe 
Stoker engineers, succeeded. They conceived 
and perfected ‘‘compensating feed.” 
“Compensating feed’”’ maintains the fuel bed 
automatically at an even depth, side to side 
and front to rear . . . and moves it toward the 
ash hoppers at constantly diminishing speed so 
that it does not burn thinner and thinner. It 
reduces carbon loss in the ash sometimes by a 
full 50% and minimizes draft problems. Com- 
partmented wind boxes, and long rear arches, 


THE JOHNSTON and JENNINGS CO., 977 


Public Utilities Fortnightly 


are no longer necessary. A less costly furnace 

chamber results. The formation of hills and the 

ramming of the fuel bed into piles cannot occur. 

A uniform burning rate over the entire grate 

area, and more rapid pickup are secured. 
Today you will find these modern, more 

efficient stokers, that have been characterized 

by impartial observers as the biggest forward 

step in mechanical firing in the last 10 years — 

in service from Arkansas to Massachusetts. 

They are the logical first choice for any new 

boiler or modernization proj- 

ect. May we send you more 

complete details and a fully 

descriptive catalog? It will 

pay you to investigate 

Stowe Stokers’ possibilities 

for your plant. 


Addison Rd., Cleveland, Ohio 
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Haw Good 
Does Jt Have Jo Be? 


In the early days of the automobile, tires that 
cost a hundred dollars apiece were good for a 
few hundred miles, if you were lucky. In those 
days, insulator failures were as common as 
blowouts. 


Modern tires last many thousands of miles, cost 
very little. And modern insulators? They last 
a life-time; the life-time of the lines on which they 
serve. Even today, Porcelain Products insula- 
tors are setting the pace for service and economy so that the buyer of insula- 
tors can afford to accept nothing less than Porcelain Products performance, 


PORCELAIN PRODUCTS, INC. | 
PARKERSBURG, W. VA., U.S.A. Be 


HI-VOLTAGE INSULATORS —SINCE 1894 ™ 














P. U. R. Question Sheet Plan 


N educational opportunity 
for public utility men. A 
fortnightly quiz of ten questions | 
and answers on practical finan- ~ 

cial and operating questions dis- 
cussed and decided by the State — 
Commissions in their investiga- ~ 
tions of public utility companies. ~ 


$25.00 a year for the Public Utilities 4 
; Fortnightly with Question Sheets and — 
— Alloy tool steels made to exacting answers. 

specifications $10.00 a year for Question Sheets © 
— Old craftsman methods of indi- and answers alone. (This subscription — 

vidual manufacture is for those who have access to ; 
— The most rigid inspection and test- Public Utilities Fortnightly.) 

ing of each plier a 


Seite erieets nee ant ane Speeetion For further information address” 


fare of Klein quality pod —_ no lensed to 


reduce it except the Ki | PUBLIC UTILITIES REPORTS, Inc.” 


Mating WIE BN Sexe 1038 Munsey Bldg., Washington, D. C. 
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COPPERWELD NON-RUSTING 
Gence Galric & Barted Wire 


COST LESS BY THE YEAR 
because they are made from the same non-rusting material 


used so successfully for over a quarter of a century by railroads, 
public utilities, telephone companies, and other industries as 
conductors, and guy and messenger strand. The wire, from which 
Copperweld fence fabric and barbed wire is made, has a tough 
steel core inseparably molten-welded to a THICK outer layer 
of pure corrosion-resisting copper that can’t wear off and will 
not rust. That’s why Copperweld ~ 


NEVER NEEDS PAINTING 


Please write for an interesting folder on public utility fencing. 


COPPERWELD STEEL COMPANY 
Glassport, Pa. 


COPPER - BRONZE - COPPERWELD RODS, WIRE, and STRAND 
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GOOD 
INSULATORS 


[Vv] 


Insulators are only as good as the 
experience and workmanship put in- 
to their production. 


Our product is produced by men 
of the greatest experience to be found 
in the industry. 





Vicror made insulators are Goop 
INSULATORS. 


Catalog on request 


Victor Insulators, Inc. 
Victor, N. ¥Y. 




















DAVEY LINE CLEARING SERVICE 


Davey Builds Good Will 


@ Pleasingly 

@ With Tact 

@ Resourcefulness 

@ And Lasting Benefit 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 


HI-PRESSURE CONTACT 


characterize all 


R&LE swireune EQUIPMEN 


The Hi-Pressure contact, a feature originated b 
The Railway and Industrial Engineering Con 
pany, has revolutionized modern switch design 
Switch contacts are wiped clean of dirt, corrosion 
metal oxides, etc., with each operation and a cl 
metal to metal contact is assured. 


Pressure is constant, assuring a contact which i 
free from the arcing or spitting which interfere 
with proper radio reception. 


The original Hi-Pressure contact switches hav 
been giving satisfactory service under all operatin 
conditions for many years. 


“ 
RAILWAY& INDUSTRIAL | 


ENGINEERING CO. 
GREENSBURG, PA. = 
Sales offices in principal cities” 
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AND A WATER HEATER 
Is NO BETTER THAN ITS 


Th ez~mosta tl! 


S THE lens is to the camera, so is TITAN Controls with confidence. 
the thermostat to an Automatic They are available for any size of 
Water Heater. Upon its reliable action heater, from the smallest to the 
depends the success of the heaters you largest. 
sell, and upon that success depends an 
important part of your revenue. 


Why take unnecessary chances? Put 
your faith in TITAN Snap Action Ther- 
mostats. They have “Delivered” for 
years under the most diversified condi- 
tions, with all types of gas. They are 
sensitive, rugged and trouble-free. They 
are furnished on the majority of Auto- 
matic Storage Heaters approved by the 
American Gas Association. 


“TITAN” on a thermostat means Lae 
long, service-free operation. Specify eh 





THE TITAN VALVE & MANUFACTURING COMPANY 
THERMOSTATS «» SAFETY PILOTS «» RELIEF VALVES 
9913 Elk Avenue Cleveland, Ohio 
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TROUBLE 
FREE 
SERVICE 








Year In— 


Year Out 


Your outdoor meter installation worries 
are over the minute you install this 
cabinet. Made of special aluminum 
alloy which completely defies rust 
and other forms of corrosion. Weather- 
proof, handsome, roomy—it will give 
trouble-free service year after year. 


Write today for complete details. 


WALKER 


ELECTRICAL CO. 
ATLANTA, GEORGIA 











, 


> Full Size Professional L&% 


ee C2 oY 


Here’s thrilling news! A 

full size, heavy duty Alad- 

din Electric ARC WELDER 
—only $39.25 with De Luxe 
Accessories! Not a toy, but a 
big, 100-pound man-sized ma- 
chine that welds all weldable 
metals and alloys with amaz- 
ing efficiency, everything from 
cast iron parts to light sheet 
metal. A sturdy, welded-steel- 
construction machine, yet 
easily portable on casters, 


WORKS FROM 110-VOLT SOCKET 
Simply plug into any 110 or 220 volt A.C. electric 
socket. Economical—costs only a few pennies an 
hour to use. Often pays for itself om first or 
second job. Can be carried right te outside jobs 
in auto truck or side car. Has complete heat 
controls. Anyone can use easily. Instructions for 
doing all kinds of welding jobs included. 

8 Amazing Details FREE! 
end no money! Write today for fascinatin 
facts about this new Aladdin ARC WELDE 
with De Luxe Accessories, Aladdin is the ideal 
Welder for Public Utility service, maintenance 
oe construction work—a highly efficient machine 
fUARANTEED TO MEET ALL CLAIMS, at a 
jraction of the price asked for others—at a sav- 
a0 that may amount to several hundred dollars! 
nd today for full details. You are not obligated. 
COMMONWEALTH MFG. CORP. 
4208 Davis Lane Dept. U-70 Cincinnati, Ohio 


With Deluxe 
ACCESSORIES 








RESEARCH HELPS 
BUILD LOAD SOUNDLY 


But electric refrigerators vary in construction 
and therefore in effectiveness. Often performance 
in some respects is better than in others. 


That is why Electrical Testing Laboratories 
makes complete tests and reports the results. 
Then you can see how products measure up, on 
your different requirements. 


For forty years E. T. L. has been conducting 
research and testing activities for utilities, on al- 
most every commodity that they sell, service, 
buy or use. Our clients tell us that this has made 
their operations more economical. May we serve 
you? 


ELECTRICAL 
TESTING 
LABORATORIES 


r 


|e 
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Modern principles 
of valuing industrial properties 
and how to apply them 


This book presents the basic principles underlying the valuation of industrial properties, 
with illustrations of their application to specific valuations. ‘The book includes a 
synopsis of all the controlling United States Supreme Court decisions affecting the 
practice of valuation, and the development of an entirely new principle of depreciation. 


ENGINEERING VALUATION 


by ANSON MARSTON 
Senior Dean of Engineering, Iowa State College 


and THOMAS R. AGG 
Dean of Engineering, Iowa State College 


655 pages, 6 x 9, illustrated, $6.00 


Practicing engineers and appraisers will find this comprehensive, up-to-date treatise 
embodies the results of the widely known valuation research carried on for 16 years 
at the Iowa Engineering Experiment Station. They will find that it embodies also 
the many court decisions since 1919 which have established and clarified fundamental 
valuation law. ‘The book presents in practical form the results of work that has 
done much toward putting the mortality characteristics of industrial property on a 
sound, scientific, actuarial basis. 


Special features of this book: 


the condition—per cent tables 

—— the methods of using mortality curves as aids in forecasting the probable service 
lives of industrial-property units 

the methods for estimating and accounting for actual depreciation 

the detailed analyses of 68 court decisions on valuation 

the tables of approved or implied allowances in valuation decisions for overhead 

costs, preliminary-expense value, going value, and working capital. 

















Order from 


PUBLIC UTILITIES REPORTS, INC. 
1038 Munsey Bldg., Washington, D. C. 
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HYDRAULIC BRAKES 
Dodge led the field in giving 


ou genuine hydraulic brakes 
that a quick, save tires and 
brake linings. 


4 PISTON RINGS 
Only Dodge of the lowest- 
priced-3 gives you 4 piston 
rings. The others have only 3 
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QUALITY 
FEATURES & 


FULL-FLOATING REARAXLE 
Dodge pioneered this great 
advancementin low-priced 
1}4-ton trucks to improve per- 
formance, cut upkeep. 


ONE-PIECE REAR AXLE 
HOUSING 
And, of course, Dodge pio- 
neered this feature, too!— 


Means sturdier, more depend- 
able construction. 


—saves gas and oil. 


IN YOUR WHEW TRUCK 
and your choice must be.. 














AND CAB—<.Cyl., 
tractor-trailer service. 
Sleepercab. Also 159” 

id 220° W. B. This truck is 


g . 2 
quality all the e 
one wil c— through. Yet the 


Est 


-S.T. At cost, easy terms may be 
Credit'te UC) fit A tad budget through Commercial 


2 . 
Major Bowes Oripinal Amate 
ery T' -» 9 to 


Network, ev 


DODGE 





New Dodge 1% -Ton Stake—6-Cyl., “‘L’’-Head Engine— 
2 Wheelbases, 9’ and 12’ Bodies 


BErore you buy any low- 
priced truck we ask you to do 
one simple, but important thing 
--.check it for money-saving fea- 
tures. Most truck buyers will ad- 
mit that Dodge has an edge on the 
others in appearance...but don’t 
stop there. Get a “show-down” of 
such important things as rust- 
proofing, that makes your truck 
stay new longer. Compare such 
or features as springs and axle 
10 shafts—Dodge uses a tough, 
long-lived new steel alloy 
named “Amola” for these 


vital parts. Also check gas mile- 
age statements. Borrow a “gas- 
ometer” from your Dodge dealer 
and get the real figures for your- 
self. It’s easy, and it ends claims. 

We believe you'll find that the 
difference in the three lowest- 
Priced trucks is greater than you'd 
ever imagine! You can prove this 
for yourself by spending just 15 
minutes with your Dodge dealer. 
See him today! 


DODGE 
Division of Chrysler Corporation 
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PUBLIC UTILITIES EVERY WHERE 


USE DITTO to Help Control Operations 


Every smudged copy, every error in copying, 
every overworked and overloaded typist — 
demonstrates again your need for Ditto. For 
Ditto eliminates such wastes. 


Public Utilities everywhere are accurately 
controlling their operations by using Ditto 
for the speedy inexpensive reproduction of 
reports, accounting forms, repair instruc- 
tions, operating orders, material lists, inven- 
tories, schedules and the like. In no other 
way can you make copies so quickly and 

so inexpensively, 





Write today for our new 
book “Copies—Their Place 
in Business.” It tells fully 
just what Ditto is, and 
what it can do for you. 


Ditto 


INCORPORATED 
2284 W. HARRISON ST. 
CHICAGO, ILLINOIS 
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A New Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Public utilities are welcoming this revolu- 
tionary larger-capacity foam equipment for 
flammable liquid fires. 


The specially designed PHOMAIRE Play 
Pipe connects to your hose line (34"" to 2!/,"). 
When the water is turned on, PHOMAIDE, 
anew foam-making solution carried in a Hip 
Pack, and air are automatically drawn into 
the water stream in the proper proportions 
to form foam. 

There are no complicated preliminaries, no 
confusing adjustments, no moving parts. And 
only one man is required at the Play Pipe. 


Less than 20 gallons of water at a pressure of 
75 pounds or more are required per minute. 
This is the only efficient foam unit available 
for small lines. One gallon of Phomaide 
Solution makes 350 gallons of foam. 300 to 
400 gallons per minute may be continuously 
produced by merely pouring additional solu- 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask for 
descriptive literature, prices and a demon- 
stration of the Phomaire Unit illustrated at 
the left. Don't wait! Mail your request now. 


Get the Latest Foam Equipment 


SOLUTION 


developed, made and sold by 


rene Manufacturi Come 


NEWARK NEW JERGEY 


ATLANTA 
RANGAS CITY Gan 
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DEPENDABLE 


For three-quarters of a century, the 
Graver Organization has been designing, 
constructing, and erecting every type and 


size tank and steel vessel for munici- 





palities, public utility and industrial 


companies. 


Whatever your requirements, Graver can 


serve you most efficiently. 


Gas Holder Shell and Cover for Sewage 
Disposal Plant, Madison, Wis. 





NEW “BREATHER” LIME AND SODA 
ROOFS SOFTENERS 


GAS HOLDERS IRON REMOVAL 
PLANTS 


TANKS 
Welded or Riveted 


Steel or A'loys STERILIZERS 
Shop Assembled or 


Erected on the job SETTLERS 
CONDUITS FILTERS for 
CAISSONS Mineral, Taste, 


Color, Odor 
ZEOLITE SOFTENERS Removal 


PIPING, FITTINGS, ACCESSORIES 


Tell us what you need and let us send Literature. 


GRAVER TANK & MFG. CO., INC. 


75 Years of Dependable Service 
New York, N. Y. East Chicago, Ind. Chicago, III. Catasauqua, Pa. 





LEFT—35.j1. Graver Gas Tank erected at Nappanee, Ind. 
CENTER—Graver Zeolite Water Softener. 
RIGHT—Graver Pressure Filter. 
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PROFESSIONAL DIRECTORY 





DESIGN 
CONSTRUCTION 
OPERATING COSTS 


CHICAGO PHILADELPHIA 


NEW YORK 


Ford, Bacon & Davis, BNC. pare cases 


Engineers 
VALUATIONS AND REPORTS 


APPRAISALS 
INTANGIBLES 


DALLAS WASHINGTON 








CHICAGO 


SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


NEW YORK 


SAN FRANCISCO 








NEW YORK, N. Y. 


NEW ORLEANS, LA. 


MARK WOLFF 
Public Utility Consultant 
Investigations, Rate Studies, Valuations, Reports, Expert Testimony 
Corporate Reorganizations 


CHICAGO, ILL. 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and fre- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 











EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK 
PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 














EDWARD J. CHENEY 


ENGINEER 
Public Utility Problems 


61 BROADWAY NEW YORK 


ROBERT S. RAINS & CO. 
Special Consultants 
Accounting, Taxes and Engineering 
Munsey Building, Washington, D. C. 
Telephone—Metropolitan 2430 


ROBERT 8. RAINS 
Former Special Consultan 
Federal Communications ¢ a 








© This page is reserved for engineers and en- 
gineering concerns especially equipped by ex- 
perience and trained personnel to serve utilities 
in all matters relating to rate questions, ap- 
Praisals, valuations, special reports, investiga- 
tions, design and construction. « « 
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SPOONER & MERRILL, INC. 


Consulting Engineers 


Design—Supervision of Construction 
—Reports—Examinations—Valuations 
20 North Wacker Drive Chicago, Ill. 
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Airiing Desks 
DESIGNED BY ART METAL TO MEET THE DEMAND FOR 
MODERNIZATION IN BUSINESS OFFICES 


A. the world calls Art Metal Desks "Efficiency Desks.’ They are 
all that, and much more. They are beautiful desks too—with the kind of 
modern beauty that reflects the good taste of the management. 


Consider the new Airline Desks. In every element of construction they are 
planned and designed to speed the flow of business. Yet unlike many 
versions of the so-called modern desk, they are beautiful to look at as 
well as efficient to work at! 


See them. Get the full facts. You will agree that they have that air of 
good taste which will adapt them gracefully to the decorative surround- 
ings of your office. 


Art Metal ; 


ART METAL CONSTRUCTION COMPANY, JAMESTOWN, N. Y._ 
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uper Vises 


[Pex Pipe Vises Have Special 
Service Features You'll Like 


onventional in design, these FRITZEXIID Vises have unusual 
al features that make them unusually satisfactory to use. For 
nce, all types and sizes have pipe rests and pipe benders. "No- 
"jaws are available in yoke vises of 2” and 2!/.” capacities. 
vises are equipped with holders for oil can or dope pot and 
stands have handy tool trays. All frames are made of special 
able metal and jaws of highest quality heat-treated tool steel. 


Buy From Your Jobber 


The Ridge Tool Company, Elyria, Ohio 


ate 


PIPE TOOLS 


Wrenches, Cutters, Threaders, Vises, Extractors 





RIGID Wrenches save you fully 75% of 
your wrench repairs—housing guaranteed not 


to break or warp. 
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What's New. 
the New 


10 YEAR RECORD 


This big 1938 Pi, 
triumph of an idea: 
quality into the low- field 
The result: millions of America’s r 
torists have swung to Plymouth! 
Today, see the new 1938 Plymouth 
the best buy of the low-price field. 


eeteleaas Mees (-]sla-tac 
to bring f 
price 


MORE CAR FOR THE MONEY. Plymouth is priced with’thi lowest! 
The Commercial Credit Company offers easy terms 
Dodge, De Sote and Chrysler dealers? Tune in Major Bowes 


teur Hows Columbia cans aaubelaye, 9to 10 P.M., £E.S.T. 


She’s Not Stretching her arm... 
controls areeasy to reach.And the 
handbrake is out of the floor. 


This “Gasometer” shows 
Plymouth’s amazing econ- 
omy. Ask a dealer sboutay 


PLYMOUTH BUILDS 
GREAT CARS 


3 
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